With Our Readers 


Sirs: 

Your editorial in which you point out 
that business activity indexes have an 
inherent bias toward the optimistic side, 
in making comparison with some past 
period without allowance for growth of 
the population, interested me greatly. 
Remembering 1923-1925 as a prosper- 
ous period, with little political or social 
unrest, I have been puzzled—and, in 
fact, frankly skeptical—about indexes, 
including your own, which show gen- 
eral business activity practically back to 
the 1923-1925 level. Your explanation 
is so simple that I wonder why I didn’t 
think of it. If the rate of population 
growth since 1923-1925 has been about 
what it was between the census of 1920 
and that of 1930, the addition probably 
is between 17,000,000 and 20,000,000 
people. There is an optimistic side to the 
matter, however, for is it not self-evident 
that if we ever again make even reason- 
ably full use of our human resources busi- 
ness activity not only will get back to 
ithe 1929 level but go far beyond it? 
In an intelligent society functioning 
anywhere near its maximum ability to 
produce and exchange goods, it should 
follow that the more people there are, 
the more business there should be. If 
it does not work out this way, as it 
always has in the past in this country, 
it will be quite impossible in the long 
tun to stave off socialism, for our civil- 
ization exists to serve the needs of 
people. Meanwhile, why don’t you put 
your own index on a per capita basis 
in the interest of realism?—J. B. L., 
Chicago, Ill. 

We are now preparing a per capita 
business index, using the components of 
the present index with adjustment for 
population growth; and we contemplate 
presenting both graphs for ready com- 
parison in coming issues.—Ep. 


Sirs: 

Referring to K. L.’s letter, discussing 
our Federal debt, a Wall Street bond 
frm recently advertised in the New 
York Times that “United States Gov- 
etmment Bonds are the Best in the 
World.” It pointed out that our per 
capita national debt is $238, against 
$717 for England and $524 for France; 
and that the per capita interest on this 
debt is $5.95 for us, against $21.74 for 
England and $28.57 for France. That 
ought to make Roosevelt feel good. 


Even allowing for a total debt of poli- 
tical sub-divisions that is much greater 
than in England or France, this firm 
observes that our Federal debt would 
have to be over $75,000,000,000 to 
compare with the debt burden of Eng- 
land or that of France. This proves 
that the New Deal knows how to be 
wildly extravagant on a bargain basis. 
France is pretty dumb. They ought to 
revalue their money, set up a stabiliza- 
tion fund to rig the market for their 
bonds and make the interest rate what- 
ever they think it ought to be. They 
can make the interest rate especially 
low if they follow us in adopting policies 
that frighten private capital out of 
private enterprise so that it has nothing 
to do but take a pittance from Gov- 
ernment issues of debt and so that banks 
can find almost no opportunity to ex- 
tend credit except to the Government. 
We'll be much better off when interest 
rates go higher, reflecting private credit 
demand; and when the Government 
stops borrowing—regardless of its 
theoretical debt capacity. Incidentally, 
psychology has more to do with na- 
tional debt than arithmetic. We are 
not used to a $30,000,000,000 Federal 
debt in this country and I doubt that 
any amount of “education” can make 


us like it—R. M., Brooklyn, N. Y. 


Sirs: 

According to all reports, the soldiers’ 
bonus is going to be paid. It won't be 
long after that money is spent that the 
veterans will be clamoring for regular 
pensions, and probably getting them— 
as have the veterans of al! previous 
wars. Those pensions probably will 
come through about the time the Social 
Security taxes get up to a couple of 
billion dollars a year; and meanwhile, 
of course, the Townsend Plan will 
have been adopted to pay everybody 
cver sixty $200 a month, and people of 
fifty will be hollering to have the limit 
lowered so they can get in on the 
twenty billion dollars a year, or what 
have you, to be raised from the Town- 
send transaction tax formula. By that 
time Tugwell will have re-settled all 
the farmers and the Government will 
be giving away free electricity and the 
Federation of Labor will be running 
such industry as still exists. In fact, 
we are headed for a Utopia in which 
nobody will work and the national in- 
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come will consist exclusively of the 
revenues from taxation. It’s so easy. 
Why didn’t we think of it before, and 
why were our fathers so stupid as to 
think the only way to make a living was 
te go out and grub for it?—G. R. F., 
Baton Rouge, La. 


Sirs: 

If the Republicans want to hand the 
election to Roosevelt, let them nominate 
Hoover, Borah or Knox. Mr. Hoover 
had his chance, was a nice man but just 
wasn’t cut out for the job. The best 
solution for the complex problems of 
the day that Borah has offered is to drag 
out that ancient wheeze about the evils 
of monopoly—without naming the exact 
monopolies that he would do something 
about. The chief argument thus tar 
offered for Knox is that he is a success- 
ful business man. So was Hoover. 
What the Republicans need is a su 
ful politician. 

Governor Landon, of Kansas, is a 
successful politician, as proven by his 
victory in his own state as a Republi- 
can, despite the New Deal landslide 
almost everywhere else. What a con- 
trast between his administrative record 
in spending, taxation and the handling 
of relief and the muddling of the New 
Dealers! He is also a successful busi- 
ness man. No other candidate now in 
sight meets so many of the requirements. 
—W. E. E., Chicago, IIl. 


Sirs: 

May I take this opportunity to tell 
you how much I enjoyed the article 
which appeared in your last issue en- 
titled “Today—and 1929.” I believe 
it will prove helpful to many readers 
who, like myself, have been disturbed 
over the last several weeks over the 
market’s behavior and the return of 
many of the conditions and practices 
which marked the late boom. It was, 
therefore, gratifying to me to see these 
similarities so frankly recognized by 
Mr. Williams at the same time he so 
emphatically draws attention to the 
marked differences which prevail. 

While I am in a commending mood, 
I should also like to tell you that I 
found your Timely Hints for the Bond 
Buyer of practical value to me. Yours 
for a successful 1936.—M. S. D., New 
York. 
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Random Thoughts for 1936 


HE stock market always “looks 

good” when it is going up and 

“looks bad” when it is going 
down. More money can be made from 
reading the earnings reports than from 
reading the ticker tape. 

Tips come from people who already 
own the stock they are tipping and who 
want you to help them put it up or 
to make it easier for them to sell. They 
are seeking a profit for themselves and 
not for you. 

The broker requires margin for his 
own protection, not for yours. Before 
you consider how much you can win 
by trading on a minimum margin con- 
sider how much money you can afford 
to lose. 

Greed, fear and impatience ruin as 
many speculators as bad judgment. 
Buy a stock outright or on conserva- 
tive margin if you would guard your- 
self from these implacable enemies of 
rational thought. 

Percentage works both ways and a 
$10 stock can be more expensive than 


a $100 stock. With few exceptions 
there is a perfectly valid reason why 
one issue sells at $10 and another at 
$100. 

Probable future earnings have more 
te do with making a stock’s price than 
past or current earnings, and both cur- 
rent and future earnings are more im- 
portant than the question whether the 
number of shares outstanding is large or 
small. 

Leverage is advantageous to the specu- 
lator or investor when a corporation’s 
earning power is improving, but deals 
double injury to yout pocketbook when 
the company’s business takes a turn for 
the worse. Before you accept its 
presence as an invitation remember that 
it is also a warning. It would not be 
there if bondholders or preferred stock- 
holders or both did not rank ahead of 
you in claim upon the company’s reve- 
nue. 

Speculative opportunities are not con- 
fined to common stocks. Often they 
are both safer and more promising in 


speculative bonds or preferred stocks. 
These usually are in far smaller supply 
than common stocks and will reflect a 
change for the better in a company’s 
position more promptly and _ sharply 
than the common equity. 

Sales are your company’s life blood 
but working capital is its backbone. It 
must have both to survive and prosper. 

Other things being equal, your choice 
should go to the equity with an active 
market—but other things are almost 
never equal. Remember that you pay 
a premium for a popular equity with a 
50,000-share market. This premium 
may more than offset the handicap en- 
countered in liquidating a stock with 
a 300-share market. 

Political developments, “inflation,” 
war and other factors outside of a 
corporation’s control will influence the 
trend of its stock, but never in the long 
run as much as earnings per share. 

Good resolutions are worthless if 
you make them only once a year and 
then promptly forget them. 
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To invest successfully in 1936 you must act on facts. Earnings, 
financial positions, and actual prospects will be more important 
to you then than at any time in recent years. To aid you in deter- 
mining the facts about the various industries, and the situations of 


individual companies in these industries— 


THE MAGAZINE OF WALL STREET 


Offers lts Fourteenth Yearly 


MANUAL 


A Yearbook of Financial, Industrial, Security Facts—prepared in 
an original style that saves your time, yet gives you complete in- 
formation on every important industry—company—and security. 
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Facts, Graphs, Statistics that will help 
make your 1936 investment plans. 


& Our 1936 Manual, to be published March 9, contains a complete statistical 
record for the past three years on all the leading companies in every important 


Factual industry—in addition to high, low and last prices for 1935. 

The clarity and simplicity with which we present all data and interpretive 

and comment offers a complete, accurate picture—not only of the individual 
corporation, but of the industry of which it is a component part. This infor- 


Interpretive mation can be invaluable in mapping your investment course throughout 
1936. It will help you to determine which securities to discard and which 
e to hold—and enable you to build a sound investment foundation. 


One hundred tables and charts illustrating basic conditions in important industries, and fully detailed 
tables giving leading companies’ earnings, financial position, etc., over a period of years. Practically 
every company of importance whether listed or unlisted is included. The data gives a complete record 
of their progress or decline, points out their future prospects. 


MARKETS . . . DOMESTIC TRADE AND BUSINESS .. . 


s . : : sta 
Analysis of the Stock Market for 1935 with 1936 Outlook. evap Magi mance sages irom the standpoint of 
By the Industrial and Security Experts of The Magazine of i 
Wall Street —Money and Finance. ’ ; 
J —Commodities—Including Graphs Indicating Price Trend. 

—Comparison of earnings of all leading companies for several —Record of Production of Leading Commodities and New Produc- 

years past. tion Trend. 
—New Industries. 


—New Stock Listings. 
—Stock Market Prices 1934-1935. —lImportant Issues in New Foreign Financing. 


pon oar gg SECURITIES ... 
3 Years’ Earning Record—Present Financial Position. Illus- 


BONDS =_ trated with Charts and Tables. 
—Railroads —Chemicals —Steel —Shipping 
—Bond Market Prices for 1935. ‘ —Public Utilities Leather —Coal —Toebacco 
—Analysis of Bond Market for 1935. —Food and Packing Accessories —QOil —Radio and 
—Bond Financing. —Chain Stores —Textiles —Tires —Communications 
—Unlisted Bonds. —Mail Order —Mining —Paper 


—Sugar 


—Curb Bonds. —Automobiles —Machinery 


* This compilation is not for sale. It is prepared for THe MacazinE oF WALL StrEET subscribers—and 
because of the cost of preparation and publishing it can be offered only to our 1936 yearly subscribers. 
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The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 
90 Broad Street, New York, N. Y. 


I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue, including new 120- 
page book— How to Keep Your Money Profitably Employed.” Also full privileges of your Personal Service Department. It is understood 
I am to also receive free: The Magazine of Wall Street Manual, to be issued March 9, 1936. 
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THE CAMEL’S HEN the camel was per-  cialism and eventual government ownership of the rail- 
HEAD? mitted to thrust his head _ roads there is no visible limit to this public intervention 





into the tent, so the Arab 
story goes, the rest of the animal soon followed. The 
Federal Government thrust its head into the tent of 
private banking under the pressure of emergency. Now 
the emergency is over, but our Federal dispensers of 
credit not only show no inclination to abide by the 
Administration’s promise to retreat from such activi- 
ties as soon as possible but on the contrary are dictating 
the terms upon which they will permit private bankers 
to resume their normal functions. 

The Reconstruction Finance Corporation has coun- 
tered an offer of private bankers to refund a $100,000,- 
000 bond issue of the Great Northern railroad at 5 
per cent with an offer to do the same job for 4 per 
cent. It offers similar attractive terms for an $8,000,000 
refunding operation of the Illinois Central. Certainly 
this intervention is helpful to these roads. Possibly such 
pressure on the general cost of railway debt is a good 
thing. 

But what of the longer implications of the policy? 
There will be an emergency in private credit as long 
as public credit competes with it. And in the long: run 
how good will the Federal credit be if the private ex- 


in what should be a private undertaking as long as the 
New Deal perverts emergency powers into the club 
of reform, no matter how well-intentioned may be that 
reform. 

While the security holders of the Great Northern 
and the Illinois Central give thanks for a saving of 1 
per cent in interest, they may well ponder the ultimate 
greater cost to themselves and the country as the gov- 
ernmental camel edges itself ever further into the tent. 


=~ 
EXCESS O the present excess reserves of 
RESERVES member banks of the Federal 


Reserve system—amounting to 
more than $3,000,000,000—constitute a dangerous in- 
flationary threat and should prompt steps be taken to 
reduce them? Winthrop W. Aldrich, head of the great 
Chase National Bank, says “Yes.” Also speaking with 
authority, S. Parker Gilbert, a former under-secretary 
of the Treasury, says “No.” 

There is no question that those who argue for a re- 
duction in excess reserves are right about the inflation- 








tension of credit is not resumed? Short of State So- ary possibilities; conceivably there could be erected a 
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stupendous credit edifice on the existing total. On the 
other hand, Mr. Gilbert is also right when he points 
to the small total of brokers’ and other loans and says, 
in effect, that the potential edifice hardly has got beyond 
the sub-basement as yet, why call in the wreckers now? 

Our own attitude is that the whole matter of excess 
reserves at the present time is largely academic. It is 
not bank credit that is the cause of the present infla- 
tionary setting, but the Government’s huge and never- 
ending deficits. These deficits have been far and away 
the most important factor in financing the rise in com- 
modity prices, the rise in the stock and bond markets, 
and the firming of real estate values throughout the 
country. If they continue, we shall still be in an infla- 
tionary era though the utilization of bank credit be no 
greater than it is today. Hence, the thing to concen- 
trate upon is a reduction in governmental expenditures 
and balance to the Federal budget, thereby removing 
the inflationary fuel which is actually effective. Hav- 
ing done this and removed one source of fuel, should the 
inflation swing to bank credit as an alternative source, 
then let us waste no time in tackling these excess re- 
serves and tackling them hard. 


—_~~ 
ASHINGTON is_ the 


only important capital 
in the world that was 
planned and built solely to constitute the seat of na- 
tional government. It served this purpose adequately 
until the New Deal came along—but now the Federal 
bureaucracy has outgrown it and shows an irresistible 
impulse to spill out in all directions. Recently Secre- 
tary Ickes, who among other duties is the billeting ofh- 
cer, announced it might be necessary to find office space 
in Baltimore or some other nearby city for various of 
the still growing agencies and bureaus. Now comes 
the National Resources Committee, made up of five 
Cabinet officers and the indomitable Harry L. Hopkins, 
with a happy plan to set up ten or twelve “little Wash- 
ingtons” or sub-capitals in major cities. 

The announced purpose is better to co-ordinate the 
manifold activities of the Government, to establish a 
simpler frame work and to co-operate more efficiently 
with the states. The committee is careful to explain 
that it has no thought of establishing “a new form of 
sovereignty, even in embryo.” Perish the thought! 

The proposed regions, the committee adds, “need not 
have fixed boundaries. Many citizens may consider 
themselves as belonging to one region for one purpose 
and to an adjoining region for another.” What a de- 
licious New Deal aroma there is about the whole thing! 
The same New Deal that promised solemnly in 1932 to 
cut down the bureaus and commissions—and now can 
not find room for them in Washington. The New Deal 
that struggles against hopeless confusion with one “‘co- 
ordinating” plan after another. The New Deal which, 
having no “fixed boundaries” itself, proposes a dozen 
sub-capitals also without “fixed boundaries.” 

There is, of course, a very simple and practical solu- 
tion—deflate our inflated Government to its normal 
proportions. Would so simple a remedy ever occur to 
the bureaucrats? Echo answers no! 


INFLATED 
GOVERNMENT 











BUILDING ONSTRUCTION awards dur- 
REVIVAL i. ing the first half of December 

totalled $138,383,400 or more 
than three times the volume for the same period a year 
ago, according to reports of the F. W. Dodge Corp. 
covering thirty-seven states east of the Rockies. While 
this was due partly to various P W A projects that had 
to be under contract by December 15, private residen- 
tial awards for the same period were 225 per cent above 
the year ago level. Engineering construction awards for 
the month of December are reported at $235,506,000 
by the Engineering News-Record, the best figure since 
April, 1931. All construction in 1936 bids fair to be the 
most active since 1931, but probably will fall short of 
the $3,093,000,000 total that year in the thirty-seven 
states east of the Rockies. Nevertheless, a decidedly 
hopeful start has been made, with home building set- 
ting the pace. It is going to be a happy new year in 
construction. 


— 


CREDIT WHERE E are but mildly inter- 
CREDIT IS DUE ested in speculation 

about the budget which 
the President will present to Congress next week. 
Drawn up at this time, under the prevailing conditions, it 
is not much more closely related to realities than a blue- 
sky prospectus is to business. In the first place, a budget 
which is greeted with $2,000,000,000 worth of disre- 
gard before it has reached the printer, and is certain to 
encounter additional increments of like disregard, is 
hardly entitled to be called a budget. Of course, we 
do not expect the President to incorporate the soldiers’ 
bonus in his budget estimates, but on the other hand 
we do not expect him to take it into account even hypo- 
thetically. There is some satisfaction in the forecasts 
to the effect that the budget is to be inexorable in the 
establishment of a limitation of expenditures for relief 
at such a point that the states will be compelled to face 
the responsibilities they have dodged. The President 
will ask Congress to appropriate less all along the line, 
and it may do so—except for the bonus and a few other 
spending pets of its own—but that won't prove any- 
thing. The business of the Administration and Con- 
gress is to make a paper record of severe economy before 
the funds are spent, as that is the only time and place 
in which they can shine as prudent stewards. They 
know that colossal spending must in fact go on. At 
that they deserve credit for proclaiming retrenchment, 
for their fame has been built on openhandedness, and 
this is the first presidential election year since the begin- 
ning when recipients of Federal funds were almost as 
numerous as the contributors. 


—=_= 


THE MARKET UR most recent investment 
PROSPECT advice will be found in the 
discussion of the prospec- 
tive trend of the market on page 306. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Monday, December 30, 1935. 
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—~ By Charles Benedict 


Benito Mussolini 


UT of the grand mixture of Britain's mud- 
dled policy, the duplex diplomacy of 
France,—both resulting from lack of first rate 
leadership—it looks now as though Mussolini 
might emerge as the strong man of Europe. 
It is quite apparent that he has a carefully 
thought out plan,—that the world is dealing 
with a bigger and more highly developed per- 
sonality than the bombastic Mussolini of even 
afew years ago. He has grown immeasur- 
ably as a diplomat and has shown great skill 
in the way with which he appraises national 
motives and correctly weighs the force of 
public opinion in other countries as well as 
his own. 

He has properly gauged the weakness of the 
League and recognized it as a body whose sole 
weapon is world opinion, and otherwise quite 
impotent in enforcing its mandates. He has 
accurately read the French mind and has justi- 
fied his confidence in its undercurrent of friend- 
liness, or at least its lack of antagonism or 
animosity. He knew full well that France is 
loath to weaken itself by warfare, for fear 
Germany should take the opportunity to avenge 
the Treaty of 
Versailles and re- 
gain her lost ter- 
ritory. He knew 
too, that the 
pledged support 
of the Little En- 
tente and_ the 
Balkan countries 
is no more than 
nominal ; that the 
threatened moves 
of England were 
a gesture for colo- 
nial consumption. 

In this connec- 
tion Il Duce has 
given the best 
evidence of his 
shrewdness. The 
ominous presence 
of the British 
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Mussolini Reviews Ethiopia-Bound Troops 


fleet in the Mediterranean did not daunt him 
He reasoned that Britain wanted no war on the 
Continent, because, like France she hesitates, 
to become involved for fear that Germany or 
Japan might seize the opportunity to move on 
tonew soil. Indeed, Japan has already started, 
and with one eye on China and the other on 
the Pacific—perhaps reaching as far as Aus- 
tralia—who knows how fast or how far she 
would go. On the other hand, Germany has 
shown her real intentions in the demands for 
a supreme air force and a return of her colonies 
It was the additional weight of these demands 
made in early December, which, incidentally, 
influenced Sir Samuel Hoare toward his peace- 
at-any-cost agreement with Premier Laval. 
Momentarily the liberal offer of almost one- 
half of Ethiopia's territory seemed the realiza- 
tion of Italy's desires; but, favorable though it 
was, Mussolini did not jump to accept, prob- 
ably because his foreign agents had already 
acquainted him with the conditions under 
which it was drawn and the furore of popular 
resentment which was mounting in England 
against this sudden about-face. No, Mussolini 
elected to sit 
tight and so es- 
caped the embar- 
rassment of ac- 
cepting that 
which was to be 
so promptly re- 
pudiated in the 
subsequent revul- 
sion in the Brit- 
ish Cabinet. 
Thus he is in 
a position to view 
with equanimity 
the accession of 
Anthony Eden, 
sanctions advo- 
cate, to the office 
of Foreign Secre- 
tary. No doubt 
(Please turn to 
page 352) 
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What’s Ahead for the Market? 


By A. T. 


N a technical setting strengthened by a month or 
more of irregular correction, the spirit of optim- 
ism customary at this season has produced mod- 

erate rallying tendencies in the stock market. 

Trading activity thus far on the current upturn 
remains somewhat restricted, as is not surprising as 
we await the Roosevelt budget mes- 
sage and the early convening of 
Congress; yet speculative interest 
reached its lowest ebb in the sagging 
market prior to Christmas, and such 
expansion of activity as has occurred 
has again accompanied firming 
prices. 

Such a performance supplies fur- 
ther evidence—if it be needed—that 
a general inclination to liquidate 
equities simply does not exist in a 
setting in which the trend of busi- 
ness remains favorable, in which no 
deflationary change in the Govern- 
ment’s easy money credit policies is 
on the cards, and in which large 
holders of stocks remain reluctant to cash profits 
because of heavy taxes on capital gains. 


No Blue Chip Leadership 


These are familiar generalities supporting the bull 
cause, and none can seriously question their long-term 
effectiveness in relation to the average movement of the 
market. One does not invest or trade, however, in the 
average movement of the market but in a limited 
number of stocks among hundreds which for some 
time have shown the utmost diversity of trends. 
However strong the general position, the most strik- 
ing feature of the present market remains its extreme 
selectivity. 

At present bull leadership on the part of most of 
the more prominent industrials is absent. The current 
movement, for example, is getting little or no dynamic 
help from such issues as Air Reduction, Allied Chemi- 
cal, American Can, American Tobacco, Eastman 
Kodak, and a dozen other issues of like caliber. 

This, of course, is not illogical in view of a preceding 
appreciation which had carried many of the favored 
industrials into a decidedly attenuated relationship 
with prospective earnings for some time to come, but 
until a fair number of pivotal industrials complete 
their resting spell and come to life it would seem 
open to some question whether a broad and confident 
speculation can be founded on selective strength in 
even a considerable number of lesser industrial spe- 
cialties or in such recent strong groups as aviation 
stocks, rail equipments, utilities and medium price oils. 

Appealing strongly to the speculative imagination, 
the aviation group has had the biggest share of the 
limelight in the current rally. Indeed, most of these 
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stocks have advanced 50 per cent or more in the past 
month, exploiting the present wholesale military pre- 
parations all over the world and—what is more to 
the point—a stream of orders from the United States 
Government. However confident one may be of the 


_longer prospect of this industry—a confidence this 


publication shares—it might be just 
as well for short-term traders to 
bear in mind that the prospect has 
not changed as fast as has the recent 
market appraisal of most aviation 
equities. 

Among motors, supported by con- 
tinued heavy production and unsea- 
sonally good retail sales, Chrysler re- 
mains the dynamic leader, with the 
entire group sticking close to the 
year's highs. With the high priced 
Johns-Manville and United States 
Gypsum resting for a while on their 
laurels, the runners-up in building 
materials have had a good play, as 
have various specialties identified 
with machinery or industrial equipment. Rail equip- 
ments are hopefully discounting the probability of 
moderately increased railroad spending this year—if 
freight traffic holds up. Business and farm equipments, 
the best situated motion picture stocks, the coppers and 
the gold shares are not far under 1935's top prices. 
Attainment of a new record high in distribution of 
electricity has given the utilities a lift, though the 
uncertainty of the Supreme Court's decision some 
time hence on the Public Utility Act of 1935 con- 
tinues to hang over them. 


The Laggards 


For the time being, rails have flattened out; and in 
the past fortnight department store and meat packing 
stocks have joined the ranks of such drab performers 
as the sugars, silver stocks, packaged foods and gro- 
cery chains. For the present also the end of their 
heavy selling season appears to have taken some of 
the steam out of the liquor stocks. 

In business, politics and European developments 
the present is an “in between” season, leaving the 
market temporarily free of important external con- 
siderations. In view of the technical correction ex- 
perienced by the industrial group from mid-November 
to the third week of December and by rails and 
utilities during the first three weeks of December, we 
believe the short-swing prospect favors maintenance 
of selective market strength at least well into this 
first month of the new year. 

Regarding long-term investment, it need hardly be 
said that there is no logical alternative to favoring 
well situated common stocks. This leaves for consid- 
eration the intermediate prospect, which in our opinion 
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Present rallying tendencies should carry further but selectivity of 


the market is increasing despite corrections already seen. Although 
political uncertainties may gather force, the longer term outlook 


continues favorable to common stocks. 





is far more doubtful than the long-term outlook and 
somewhat more uncertain than the short-swing horizon. 
By “intermediate prospect,” for the purposes of this 
analysis, we look three to six months ahead. Within 
such period domestic political developments are cer- 
tain to demand increasing attention, the European war 
clouds probably will either be dissipated or get still 
blacker and the vitality of the present business ad- 
vance will be put to a test. 

There is no basis for confident forecast of the 
intermediate business trend beyond the spring season, 
since it is impossible to foresee whether Congressional 
and political uncertainties will prove to be seriously 
disturbing or relatively unimportant. The forthcom- 
ing Supreme Court decisions on various vital New 
Deal issues may importantly influence the Administra- 
tion’s policies between now .and the election next 
November and thus indirectly determine, or help to 
determine, whether the approaching session of Con- 
gress will be protracted or of short duration. 

Finally, the European diplomatic fog is more dense 
than ever, regardless of what at the moment appears 
to be an interlude in which decisive developments have 
been temporarily postponed, not because any vital 
issue has been settled but because Great Britain finds 
it necessary to feel her way through decidedly dan- 
gerous diplomatic waters as she warily contemplates 
German and Japanese militarism before coming to an 
irrevocable decision on the lesser thorn of the Italian- 
Ethiopian conflict. 

Bearing in mind the above uncertainties, we favor 


a cautious policy in intermediate trading commitments 
and advise reservation of a conservative percentage 
of available trading capital against contingencies. 

The highlight of the current business scene con- 
tinues to be phenomenally active production and sales 
of automobiles. Retail deliveries for the fourth quarter 
of 1935 are estimated at approximately 575,000 units 
or fully 21 per cent of the year’s total, against a six- 
year average for the quarter of about 15 per cent. 
How much this will lessen this year’s business, if any, 
remains to be seen 

Steel operations will promptly rebound from the 
year-end recession. Recovery in construction will soon 
feel the seasonal impulse and probably will edge some- 
what into the spotlight hitherto monopolized by the 
motor industry, imparting a further important lift to 
the present gradual revival in capital goods. Retail 
trade has already slid into the normal post-holiday 
calm. Output of electricity is heading toward further 
new highs and will necessitate some increase in spend- 
ing for equipment by the utilities—a big increase if 
the Supreme Court’s decision on the utility case 
serves to clarify much of the industry's present uncer- 
tainty. Car loadings, though seasonally low, continue 
to hold 12 to 15 per cent above the year ago level 
and large gains in operating income are beginning to 
eat at least a little way into the heavy financial bur- 
dens imposed upon the carriers by circumstance and 
a well-‘meaning Government. Firmness in commodity 
prices continues to be the rule and the underlying up- 
ward trend is more likely to quicken than be reversed. 











THE MARKET RECORD 














75 
| ton ' i (| | | 
rot MWS COMBINED AVERAGE! | Re baat | {il ee 
= 312 COMMON STOCKS | + | si 
= 65 A= — spt tt +100 € 
9 LA | | BPs -“ 
z a 95 3 
- | | | = 
ee 90 > 
9° | | | TMWS BUSINESS ACTIVITY) | 1 | | 0 
emi a Sy 74 a OO OT ‘ee 85 = 
ee aS | = 
4s aes 80 = 
4 oy | fo 
5 70 
= 18 
= 16 
I 14 
S45 
ae 
er) 6 
~ A 
= 2 
“ AR APR MAY JUN JUL AUG SEP OCT NOV DEC JAN FEB 
L 1935 mG ond 














for JANUARY 4, 1936 





307 









































































































































140 | i a 
= | fa T T T | T t ll 
| sshd | ce, [— LEADING INDUSTRIES TODAY — 
| 2 — 
dog 3 Qh aa Bl aes COMPARED TOA YEAR AGO= 
ee a ea va (oe | | | os a 
s cof] | | | oS Feeeeae Na 
= 40l— = ke eS = ee : ee ae Gee ee” 
a 20/— oe oe J ei Ria a ae 
A —{- Oe to eS 
nr ae = a 
i ae 7: ae z6 S88 Z 23 : 
yo QJ = = ZO x < “ges oe 
: 22 30 +) ae g ue 4 44 = 














The 


ndustrial Line- 


How Far Can Business Go? 


p for 1936 


Which In- 


dustries Will Lead? Which Will Lag? 


By Joun D. C. WeELpDon 


N business activity we have recovered no more than half 
of the depression loss, if allowance be made for the 
growth of our population since 1929. We are now a 

bit more than half-way back in the per capita production 
of consumption goods, but scarcely more than one-third of 
the decline in output of capital goods has been made up. 

However gratifying the gains of the past year, we have a 
long way to go. The depression has been pushed back, but 
not vanquished. It is still manifest in sub-normal produc- 
tion, sub-normal trade, sub-normal employment. 

Today, on the threshold of a new year, hopes are high— 
and justifiably so—that 1936 will yield further substantial 
progress in recovery. How far will it take us along the 
road? What are the influences working in our favor? 
What are the obstacles? Along what sectors of the indus- 
trial front will the largest advance be made? At what places 
in the line may we have to retreat? 


An Upward Trend 


There is a primary foundation for optimism in the simple 
fact that recovery from a protracted depression is, for 
inherent reasons, an upward spiral, precisely as deflation is 
a downward spiral. In deflation each pressure produces 
additional pressure, like an avalanche cascading down a 
mountain side. In recovery every advance is cumulative, 
improving the status of widening numbers of industries, 
corporations and individuals. Recovery tends to make 
recovery, once the process starts; and it is an indisputable 
fact that it has started, gathering confident momentum 
especially during the second half of the past year. 

This cumulative momentum is the strongest of all forces 
now working in our behalf. Its power and its speed, how- 
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ever, are variable. Thus, we saw it retarded seriously both 
in 1933 and 1934 by a conflux of repressive influences, some 
political, some economic. It will face both stimulative and 
repressive influences within the year that lies before us. 
The problem of forecast is to weigh the probable relative 
weights —- stimulative and repressive —in projecting the 
1936 trend. 

To this end a ready approach will be had in analyzing 
the chief influences underlying the strong forward move- 
ment of the second half of 1935, since the new year has 
begun with a continuation of these influences and an exten 
sion of the advance. 


Two Major Influences 


Looking back, two major events stand out in that period 
as clearly tied up with the notable gain in aggregate busi- 
ness activity. The first was the Supreme Court’s N R A 
decision late in May. This enormously relieved a previous 
widespread fear of undefined and unlimited governmental 
powers over the conduct of business. It unquestionably 
tended to implement the easy money policy which had been 
persistently pursued by the Treasury and the Federal Re- 
serve system, and made it increasingly effective. The results 
began to show in quickened business tempo in June. 

The second—wholly tangible, rather than psychological— 
was the advance of two months in the time of the automo- 
bile industry’s introduction of the 1936 cars. That the 
relationship to the sharp fourth quarter business spurt was 
definite is shown by the fact that in October and November 
THE MAGAZINE OF WALL STREET'S business index shot up 
28 points or by nearly 39 per cent. 

Now for the probable continuity of these influences. 
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It is our belief that the psychological effect of the Supreme 
Court’s reiteration in the N R A case of the constitutional 
limitations of the Federal Government’s powers is of lasting 
importance, and is more likely to be strengthened by forth- 
coming decisions on other issues than to be weakened. The 
only danger we can see in this direction is the possibility of 
legal defeats for the New Deal so sweeping as to jockey the 
President into a constitutional fight in the coming campaign 
and election. 

Such an outcome would magnify the repressive effect 
upon business that will in any event probably be caused 
in some degree by the election uncertainties looming ahead. 
Since the political outlook and its probable relationship to 
business is discussed in detail in a special article in this 
issue, we need only observe for the purposes of this fore- 
cast that election uncertainties, coming to focus after a 
considerable business advance, will tend to curb business 
progress during the second half of the year; and that early 
events relative to the Federal budget, the soldiers’ bonus 
and Congressional policy in general are likely to be sec- 
ondary influences on the course of business during the first 
half of the year, with stimulative and repressive effects most 
likely in virtual offset. 


Motors a Major Influence 


As for the second major influence in the current business 
activity—heavy production of automobiles—it must be 
realized that some part of this volume has been borrowed 
from late winter and spring production. This does not 
mean that a recession is inevitable, for active retail 
demand for automobiles by all present evidence probably 
will support approximately the present production schedule 
of 400,000 cars a month into late spring or early summer. 
Of itself, however, it will tend only to support general busi- 
ness activity around present levels, contributing importantly 
to steadiness rather than to further immediate spurt. 

Production of cars and trucks for 1935 was slightly in 
excess of 4,100,000 units. Retail sales figures for the year are 
not available as this article is written, but it is certain that a 
considerable part of November and December production 
represented stocking against 1936 sales. On this basis we 
believe it sufficiently optimistic to estimate that the year’s 
output will probably not exceed that of 1935 by more than 
10 per cent, which 
would mean produc- 
tion of around 4,400,- 
000 to 4,500,000 
units, the best since 
1929 and a powerful 
support to total eco- 
nomic activity and to 
the earnings of scores 
of corporations in the 
industry or related to 
It. 

Thanks partly to 
sustained demand 
from the motor manu- 
facturers, the steel 
industry has started 
the new year around 
55 per cent of ca- 
pacity. The figure is 
impressive in com- 
parison with depres- 
sion lows, but never- 
theless is decidedly 
sub-normal relative to 
past prosperous peri- 
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Industrial Activity Is 





ods and still lower relative to the normal needs of our pres- 
ent population. Those needs will ultimately be filled and 
carry steel production to new peaks, but this is not destined 
tor 1936, which, however, should prove a year of moderate 
improvement. 

Steel production last year approximated 30,000,000 tons 
of ingots. There will be some increment from automobiles 
this year, probably a small gain in miscellaneous uses, some 
gain in the volume of steel going into machinery and equip- 
ment and steady support from a tin plate production at 
least equal to that of the past year. This will mean con- 
tinued satisfactory profits for the makers of light steels and 
will take the heavy steels closer to modest earnings, par- 
ticularly since most of these have increased or are increasing 
their capacity in sheets and strip. 

The depressed sectors remain rails and structural steel. 
In both substantial percentage gains are indicated this year, 
but the best level reached will remain well within the 
depression zone. On the whole, we estimate 1936 ingot 
output at 33,000,000 to 34,000,000 tons. 


Building Boom? 


A third indispensable support of satisfactory business 
activity is construction. In this field the prospect for pro- 
nounced improvement this year is brightest in residential 
building. The importance of recovery in real estate values 
and in building can scarcely be exaggerated, for it is safe 
to say that their terrific deflation wrought fully as much 
economic ruin as did either the collapse of farm prices or 
the breakdown of the banks. 

The obstacles that have long stood in the way of a lasting 
building recovery have gradually been removed or lowered. 
A vast total of mortgage debt has been salvaged by govern- 
mental lending agencies, the number of weakly held 
properties overhanging the market has declined, the per- 
centage of vacancies has substantially decreased and both 
property and rental values have turned up. Mortgage 
credit, which virtually dried up in the depression and 
remained rather solidly frozen well into 1934, is again 
available, either under the Government’s long-term insured 
plan or from the traditional sources of private lending. The 
trend away from three-year maturities to long-term amor- 
tized mortgages represents a notable reform that will appeal 

to many potential 

home builders. 
While the cost of 
building remains rela- 
tively high—in fact, 
at almost 90 per cent 
of the 1926 level—it is 
bi. i static, while rentals, 
ge property values and 
public _ purchasing 
power are rising. The 
effect is to reduce the 
cost disparity. The 
factor of obsolescence, 
after six years of sub- 
normal building, is 
also working strongly 
in behalf of revival in 
construction, giving 
new houses an in- 
creased relative ad- 
vantage over existing 
structures. In the 
years of acute depres- 
sion in construction 
the number of homes 
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on the Uptrend 





destroyed by fire alone greatly exceeded the number built. 

It would seem a reasonable estimate that the potential 
market for new homes will be at least 500,000 units a year 
for many years. The effective market at present, however, 
is a small fraction of such a total, and the probable large 
percentage gain this year will still leave construction in its 
position of being the most depressed of our major industries. 

Complete statistics for 1935 construction are not yet avail- 
able. Indeed, there are no complete statistics in this field. 
We have a record of every automobile that is made and 
sold in this country, but not of every project in construc- 
tion. Some experts believe the reported annual residential 
awards of $2,500,000,000 in the peak 1925-1926 period 
were under-estimates. Probably the partial statistics of 
today are likewise on the conservative side. 


Recovery in Housing 


The F. W. Dodge reports for the thirty-seven states east 
of the Rockies show total construction contract awards of 
$1,580,408,000 for the first eleven months of 1935, as com- 
pared with $1,450,423,000 for the corresponding period of 
1934. Of the total, public works and utilities accounted 
for $595,722,800, non-residential building for $550,982,600 
and residential for $433,703,000. The significant thing is 
that public works declined by about $105,000,000, while 
private non-residential building increased by $36,000,000 
and residential by approximately $200,000,000. 

On the basis of these figures, we may estimate 1935 resi- 
dential awards in the thirty-seven states east of the Rockies 
at about $470,000,000, and all construction in the same 
area at around $1,750,000,000. We believe the residential 
figure this year will be at least $750,000,000 and may con- 
ceivably approach $1,000,000,- 
000. 


groups as machinery and machine tools, electrical equip. 
ments, rail equipments, office equipments and farm equip. 
ments. 

For all of these groups, rising general business and rising 
profits, together with accumulated obsolescence, are now 
working. This is notably true of machinery and machine 
tools, but they are affected this year by special circum. 
stances—favorable and unfavorable—which must be con- 
sidered. For example, anticipation of rising payroll taxes 
under the Social Security Act will inevitably tend to 
stimulate demand for labor-saving equipment of all kinds 
Qn the other hand this additional tax burden this year will 
be relatively small—amounting to large sums only in later 
years—and meanwhile the year’s election uncertainty can 
be expected to retard installation of capital equipment, 
especially as regards relatively expensive heavy machinery. 

Since most office equipment is far less costly than indus. 
trial machinery, political uncertainties are relatively unim- 
portant here and anticipation of the payroll taxes is quite 
certain this year to provide an abnormal gain over and 
above the continuing gain resulting from general business 
progress. 


Position of Electrical Equipments 


Electrical equipments will be helped by the anticipated 
gain in residential construction and total sales to domestic 
customers should show a considerable increase over those of 
1935. The prospect for volume in producers’ goods is less 
clear. Heavy equipment for the utilities will almost cer: 
tainly show some gain, since demand here has been abnor 
mally low ever since the New Deal launched its utility 
attack and meanwhile consumption of electricity has reached 
a new all-time high. In the 
event of a Supreme Court 





It is open to doubt that non- 
residential building can show 
more than a modest 1936 gain. 
There is virtually no demand 
for office building — which 
loomed so large in the con- 
struction totals of the boom 
years—and industrial building 
very likely will be retarded by 
this year’s political uncertain- 
ties. No estimate can be made 
of public works, since they will 
be largely affected by the Gov- 
ernment’s confused and confus- 
ing relief program. Accord- 
ingly, even a 100 per cent ad- 


Motors 

Motor Accessories 

Electrical Equipments 

Machinery and 
Machine Tools 


1936 Prospect for Leading Industries 


Outlook Most Favorable 


Agricultural Equipment Building 


Outlook Moderately Favorable 


decision against the Govern 
ment in the disputed Public 
Utility Act of 1935, buying of 
equipment by utilities will as: 
sume large proportions, prob: 
ably enough to contribute sub: 
stantially to the year’s indus 


Business Equipment ; 
trial output. 


Oils If railroad trafic continues 
Motion Pictures to run 15 per cent over a 
Aviation year ago, as at present, the 
Chemicals roads will have to let loose 


long-deferred buying of roll: 
ing stock, whether financed 
out of their own funds, in the 
case of the stronger carriers, 


era tamed a Glass Railroad Equipment © 4 on te oe 
uilding this year may not lift 7» Containers Steel ance for others. , 
the F. W. Dodge total build- : : centage gain this year from an 
ie figure for 1936 is aie Liquor Metals acutely depressed base will 
than $2,200,000,000 as com Railroads Paper probably be a large one, but 
pared with our estimate of | Merchandising Rayon the dollar volume involved 
$1,750,000,000 for 1935. Fertilisers hardly will be a major business 


Most lines of capital goods 
at present are at a level on the 
depression index not much 
higher than that of construc- 
tion; and their recovery, along 
with that of construction, is 


Meat Packing 
Packaged Foods 


. ' ; Tobacco 
vital to prosperity and normal 
reemployment. Along. this Sugar 
economic sector the 1936 out- Coal 


look is difficult to estimate. 
For convenience, we must con- 


Outlook Neutral 


Public Utilities 


factor. 

Demand for farm equip’ 
ment, which became brisk last 
year after long deferment, still 


Cotton and Wool 
has far to go. This spring 


nr will produce further gains, 
Baking since present indications point 
Leather to a farm income for the first 
Tires quarter of the year at least 


moderately above that of a 
year ago. Beyond the spring 
(Please turn to page 354) 
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Research Is the 


cy 
to Progress 


Investor Must Be Alert 


to Fundamental Changes 


HE fundamental changes which many American indus- 
tries are beginning to experience proceed in large 
part from the depression period. They are the result 

of research and development work upon which forward- 
looking industrial managements hazarded large expenditures 
as preparation for future business, in a period when current 
business was the worst in years. 

These expenditures put chemists, metallurgists, physicists, 
engineers and the whole roster of research and development 
personnel to work on the improvement of existing products, 
materials and methods and the search for better ones. Their 
discoveries are now playing an appreciable part in the shap- 
ing of the industrial structure and this part will be an 
increasing one as time goes on. 

How important a part they have already played may be 
noted in the almost revolutionary advances made in some 
industries which had previously been regarded as stabilized 
and thoroughly developed. As the can manufacturing 
industry is the one in which I have witnessed these effects 
at the closest range, I will take it as a good example of the 
effects on an old-established industry of the impact of new 
ideas created by research. 

Developed to high standards of efficiency and service to 
the consumer, the can industry had apparently attained a 
rather settled condition several decades ago, expanding its 
business with the growth of population. There were many 
new developments in packages and their uses subsequently, 
but while some of them were important in creating new 
business, none represented such innovations as the industry 
is NOW witnessing. 

Then came the period of accelerated research. Out of a 
rumber of new products, processes and markets which were 
developed by our own and other companies, two alone offer 
potential markets sufficient to alter the industry radically. 
The motor oil can introduced an existing package into one 
of the largest new markets the industry had opened in many 
years,—one in which the possibilities of growth are still 
large despite the great amount of canned oil now being 
consumed. The beer can, product of particularly arduous 
research to develop not only a new package but the ma- 
chinery to make it, has opened a market which bids 
fair to dwarf the canned oil market and, in fact, has pos- 





O. C. HUFFMAN 


President, Continental Can Co. 


sibilities still so little explored that it is difficult to esti- 
mate them. 

These two results of research are typical of the whole 
class in that they involve not only new products and new 
markets, but new selling methods, requiring the education 
of the ultimate consumer to their advantages. The appear- 
ance of can advertising in popular magazines is a striking 
indication of the fundamental change in this once com- 
paratively settled industry. 

From this whole class of revolutionary changes I can see 
only good results. They stimulate thinking and galvanize 
managements into greater constructive activity. They 
create new employment in a wide number of lines. They 
encourage the flow of trade by placing on the market new 
and improved products to attract the buyer, and they serve 
the ultimate consumer most of all by giving him more and 
better things for his money. 

Finally, to the investor the changes wrought by research 
cffer the same challenge that they do to industrial manage- 
ments. To ignore them is to invite disaster; to take advan- 
tage of them is to gain an improved position. In the coming 
years, the investor must be alert, as never before, to the 
fundamental changes proceeding from research. 


Dk May fmm. 


One of a Series of Guest Editorials by Leading Men of Industry 
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Forecasting Presidential 
Possibilities 


Various Repercussions on Business Will 


Result from Election- Year Politics 


By THEoporeE M. KnappEN 


HE issue of the political cam- 

paign of 1936—guns already 

booming sullenly in the distance 
—1s interwoven with the life strands 
of three men. The boys Borah, Hoover 
and Roosevelt, born respectively at 
Fairview, Ill.; West Branch, Ia., and 
Hyde Park, New York, in the years 
1865, 1874 and 1882, through the 
years have been spinning webs of fate 
which bind all three and enmesh the 
nation in its 160th year. 

A tense political combat, with the 
whole complex of the political and 
economic bent of the country for all 
time at stake, depends largely on these 
men and their influences. Personified 
by them, the historic American eco- 
nomic individualism and political lo- 
calization of the major part of the 
public authority will contend for its 
life against a more or less outlined new 
order, in which the power of the central government will 
be greatly augmented and the collectivist economic authority 
of all government will be strengthened. The struggle will 
not always be labeled and ticketed for what it is. 


Wide World Photo 


Masked Objectives 


The friends of the New Deal know the country is not 
ripe for their remedies in the raw. Starkly branded as a 
step toward state socialism, they would unquestionably be 
rejected. Broadcast as a justified assault on the whole busi- 
ness system and its supporters it would upset recovery and 
arouse apprehensions that would be fatal to success at the 
polls. But at all times the enemies of the present order will 
be given to understand that there is no doubt where their 
interest lies. 

All advocates of fundamental changes recognize their 
opportunity as that of a life-time. The friends of the old 
order are equally convinced of the criticalness of the con- 
juncture. Unquestionably the struggle will become more 
and more one of those who are convinced that they will 
suffer from a fundamental change in public policy against 
those who believe that they will benefit. In general, openly 
or furtively, the substantial property and moneyed interests 
of the nation will oppose Roosevelt vigorously and bitterly, 
and there will be a sharper alignment between the “haves” 
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and the “haven’ts” than we have had 
since Bryan’s time. 

The battle will rage around and in 
the present fabric of economic life, 
but with a tacit agreement to exer: 
cise great care that the missiles of 
combat do not bring any of the struc: 
ture tumbling down during the con- 
flict. Business has an excellent chance 
to carry on without current peril, 
even though its future pattern is be- 
ing wrought. 

None of the giants of the titanic 
struggle has ever liked the others. 
Roosevelt is too subtle for Hoover, 
too aristocratic for Borah. The rhe- 
torical and oratorical Borah never had 
much esteem for a man who could 
not think without the support of col- 
umns of figures and a foundation of 
marshalled facts. Hoover, sick of the 
theatricalism of Europe, felt from first 
meeting that Borah is the eternal actor; and it has always 
given him an excruciating pain that Borah should be for- 
ever solving Twentieth Century problems with Eighteenth 
Century chemicals. With Borah feelings are above thoughts, 
and some abstract remnant of the frontier economics of the 
Eighteenth Century looms higher with him than all the cold 
figures that chart the course of business and politics in the 
sophisticated Twentieth Century. So it always gave Borah 
a feeling of instinctive antipathy when he saw Hoover, 
flanked, preceded and followed by statistics, as he stalked 
into a Senate committee room in the days of the Food 
Administration. Worse than the factual arrival of the here 
of Belgian Relief was his conclusive departure with every 
thesis proved. But he was a sort of man without a country 
to the provincial Borah, who has never yet set foot in Europe. 


A Triangle of Politics 


Neither Hoover nor Borah had any hard contact with 
Roosevelt before 1932. He didn’t move in their circles 
If, back in 1928, anyone had foretold that Roosevelt would 
be the ruin of Hoover, the latter would have been somewhat 
confused as to just what Roosevelt was meant. The Hoover: 
Borah angles of the triangle began to scratch in 1928 when 
Borah insisted on farm relief legislation. He won, got high 
tariffs for agricultural products—with high tariffs for manu- 
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factured goods thrown in (much to his disgust) and thus, 
set up a sequence which (according to Secretary Wallace) 
was the source of all our recent national woe. That is to say, 
the tariff bill that was precipitated by Borah’s clamor that 
something must be done for the farmer upset the whole 
world’s economic apple cart. In the misery of the succeed- 
ing commercial maelstrom Hoover and all his carefully 
planned fabric of gradual and cautious economic and social 
reform were sucked down. 

Mr. Hoover has scorned Roosevelt ever since he took the 
measure of the man. To the precise Hoover, convinced that 
mathematics is the measure of all worthwhile relations be- 
tween both facts and feelings, Roosevelt’s vague economic 
beliefs, his weakness for monetary medicine men and his 
worship of the esoteric in finance is simply revolting. Mr. 
Hoover has sometimes privately expressed his opinion of 
Mr. Roosevelt in terms of wrath and contempt, but more 
often he dissects the character of the President with cool- 
ness and deliberation, coming to the conclusion that the 
present chief magistrate is an opportunist in politics, shallow 
in thought, independable and intellectually insincere. 


An Enemy of the New Deal 





Roosevelt has been tolerantly sorry for Hoover—until 
the past few months; but now it is beginning to reach him 
through his almost im- 





pervious guard of yes- 
men that the exile of 
Palo Alto is systematic- 
ally and  implacably 
hammering down the 
defenses of his admin- 
istration. Slowly, out of 
the nebulae of emo- 
tional, instinctive and 
vague disappraisal of 
Roosevelt there is tak- 
ing form, through 
Hoover, an indictment 
of his administration 
which as it rings out of 
the radio or unrolls on 
the printed page is grad- 
ually convincing the 
thoughtful public that 
it has been on a long 
spree of false economics 
and bad politics. 

Hoover is out to beat 
Roosevelt at any cost 
to himself. The high 
national end in view 
overshadows all shrink- 
ing from the bitterness 
of debate and unswerv- 
ing opposition. His 
friends say that he is 
virtually devoid of any 
personal ambition and 
that his highest hope is 
that he shall be recog- 
nized by history as the 
intellectual general of 
the drive that restored the American people to sanity and 
drove from power the incredible troop of dreamers, theorists, 
demagogues, quacks and economic lunatics who have run 
up and down the land like howling dervishes these amaz- 
ing years. 

Hoover would reluctantly accept the Republican nomina- 
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tion from a sense of duty if it were freely offered to him. 
He himself says that he has no chance of the nomination— 
that his series of masterly speeches while battering down 
the Roosevelt citadel are at the same time making him an 
impossible candidate—at least from the coldly practical 
political point of view. In exposing fallacy after fallacy 
he is, he himself says, making enemies in every section of 
the country. His fate, he discerns, is to win a cause and 
lose himself. 


Borah the Marplot 


To Borah the real enemy is Hoover more than Roosevelt 
Borah would like to be president, but he would love to be 
recorded as the leader who defeated the reactionaries in 
the Republican party. He would much prefer four years 
more of Roosevelt to any return of an unreconstructed Re- 
publican party to power. Already he has cast the die and 
granted permission for his name to be entered in the 
primaries—more as a leader of the opposition to reaction 
than as the determined candidate for the presidency. 

If Borah can not be President he would at least be king 
maker—with always a chance of putting the crown on his 
own brow. Borah is the eternal opposition, the great fault- 
finder. He is negative rather than positive. Throughout his 
political career he has been teetering on the verge of some 
affirmative action, but 
in the end he draws 
back as if he had an 
instinctive dread of get- 
ting himself out of his 
role of critic and into 
that of actor. He de- 
serted Theodore Roose- 
velt in 1912 and sat on 
the fence in 1932, and 
was thus in a position 
to play the critic what- 
ever happened. But he 
was too much in sym- 
pathy with him to 
make a record as a cri- 
tic of Roosevelt. On 
the other hand his dis- 
like of Hoover has kept 
him from joining the 
former President in 
what is turning out to 
be one of the great 
forensic attacks of 
American history. 

These personal feel- 
ings thus become a Re- 
publican tragedy. The 
two men who have the 
strongest personal ap- 
peal of all the possible 
Republican candidates 
are not pulling together 
—for or against. No 
other Republicans are 
in the same class with 
Borah and Hoover as 
conspicuous strong men. 
Borah is the more popular, Hoover the more respected. It 
Borah were to support Hoover the latter could probably be 
nominated; but Borah can not win the nomination unless 
Hoover helps him. The chances are that they will cancel 
each other out. Either might survive. Borah might win 

(Please turn to page 349) 
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Happening in Washington 
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Frustrated finance is the 
burden of the wail that arises 
from the Federal Housing Ad- 
ministration to vex Jesse Jones, 
annoy Peter Grimm and ruffle 
the President. The banks that 
have taken liberal amounts of 
the F H A insured mortgage 
loans are beginning to be glut- 
ted with them because there is 
so limited a market for them. 
The great life insurance com- 
panies are not soaking up the 
loans the banks wish to pass 
along as they once seemed in- 
tent on doing, the Wall Street 
interest has flashed in the pan, 
and capital is not interested in 
putting up money for the 
mortgage associations which 
were an essential link in the 
original F H A plan. Mean- 
time the country is being 
worked up into a residence 
building frenzy and the local 
banks are all steamed up with 
the vision of safe and easy = 


creases. 


politics. 





Washington Sees— 


Federal Housing loans encountering snags as 
market fails to absorb huge outpouring. 


Soldiers’ bonus will pass, veto or no, with as —either the 
much regard for sound money as possible. 


Plenty of trouble for Congress over Townsend 
plan before it finally dies. 


Jackson Day dinner at $50 a plate helping to 
defray Democratic campaign deficit. 


Government mortgage banks considered, to 
sustain building boom. 


Increasing business activity during 1936 despite 


once government capital in- 
stead of private capital goes 
into these duly authorized as- 
sociations, the Government will 
be in the home financing busi- 
ness forever. 

But one thing is certain 
associations 
will be promptly financed 
at once with private funds 
or R F C will provide the 
capital. The building boom 


must boom—and boom in 


Neutrality will be up to the President. 1936 


Business men’s antagonism to New Deal in- 


Prompt soldiers’ bonus 
payment is now generally ac- 
cepted as foreordained. Con- 
gress will tackle the perennial 
question for the last and deci- 
sive time on January 13, and 
after having lost all the other 
battles the soldiers will win the 
one that counts. The passivity 
with which the outlook is ac- 
cepted is remarkable, in view 
of the intense opposition which 





profits but find an_ insufhi- 
ciency of outlets for their mortgage portfolios. 
Building firms, real estate men, material dealers and 
prospective residence builders are beginning to howl that 
they have been gypped, and there are angry charges 
that the big financial interests are sabotaging the whole 
building revival until after election. 


A Wall Street house, which was going to set the 
world afire with a completely integrated mechanism for 
acquiring mortgages from banks all over the country and 
shooting them on through big New York banks to insurance 
companies and other huge investing institutions (with the 
help of a little R F C ready short time cash) has per- 
formed a neat flop. They started out to handle a vast 
business on a purely brokerage basis, planning to find a 
market for each batch of mortgages as they came in, instead 
of giving a firm undertaking to absorb them. When the 
banks found that their mortgages were to be hawked around 
after they were delivered, with no certainty of being taken 
off their hands they complained that they had been deceived. 

The naive explanation attributed to the brokers is 
that after they had gone into the enterprise the stock 
market became so active that there was no inducement 
for them to seek laborious revenues elsewhere. 


F H A now turns to R F C; and Jesse Jones, the 
nation’s greatest banker, is meditating the establishment of 
three great mortgage associations—one on the Pacific Coast, 
one in the Mississippi valley and another in the East. The 
proposal is being cautiously studied, for it is feared that 
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has heretofore been evident. 
The explanation is partly political and partly economic. Few 
members of Congress and neither party is willing to assume 
responsibility for denying the veterans on the eve of a crucial 
political campaign. The improvement of business, the wax- 
ing of the revenues, the passing of the peak of emergency 
expenditures make for the philosophical view that it now 
makes little difference whether the bonus is discounted in 
1936 or paid, according to its terms, in 1945. It has some- 
times been forgotten that the bonus is a fixed and immutable 
obligation of the Government; it is not the incurrence of 
another New Deal debt. 

And with the tide setting strongly toward recovery 
and renewal of business enterprise it is agreed that the 
disbursement of $2,000,000,000 will be a powerful 
stimulant to business. 


Will the veto intervene? While it is accepted as 
certain that the bonds will be voted now, and that a veto 
will be futile, there is some reason for believing that the 
President will go along with the crowd. To write a useless 
veto would be to offend without either political or public 
benefit. 

He will have the credit of preventing payment in stage 

money. Congress will send to the White House only a 

sound money bonus bill. 


Townsend old age plan will bounce onto the Congres- 
sional stage before the soldiers’ bonus romps off. It will 
be dodged by both parties but toyed with by at least two 
hundred individual members of the House. When a public 
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question has all the pathos and bathos 
on one side and all the reason on the 
other, a Congressman always has a 
devil of a time. It takes a long time for 
a wave of emotion, intimately asso- 
ciated with the public funds, to wear 
itself out. They always do wear out 
if sufficient time can be given to them. 
The problem for the canny Congress- 
man is to arrange the time for wearing 
out without being ground out himself. 
Probably the solution will be sought 
in amending the old age annuities title 
of the Social Security Act to make the 
annuities larger, and probably also in 
taking some steps to bring the cash to 
empty pockets before 1942. But that 
will not suffice. 

Many a political career will be 

snuffed out by the Townsendites. 


Unemployment puzzle will be 
solved this year, according to the Wash- 
ington view. Stress is put on the fact 
that national income is still only 70 
per cent of what it was in 1929. In- 
come is now expected to gain 15 per 
cent during 1936 and wipe out 50 per 
cent of unemployment. Rest is considered mostly chronic, 
due to incompetence or hopeless demoralization. 


Wide World Photo 


Lindbergh expatriation is felt here as national shame. 
Official Washington, rasped daily by the press, is inclined 
to blame it for the morbid state of mind in which such social 
persecution can flourish. Not much can be done about it 
by Congress, but it is predicted that state legislatures will be 
asked to keep photographers out of court rooms and the 
rooms off the stage. But that won't reach the trained seals, 
sob sisters, play-acting lawyers, criminal-pitying public and 
soft-headed governors. Incidentally, journalists were never 
held in such low esteem here as now. A member of the 
cabinet told a group of the “boys” a while ago that he 
didn’t think they were making a re- 
spectable effort to tell the truth about 
his acts. . . . Nobody was offended. 


Tugwell, I repeat, will stick— 
The drive to get the rollers uader him 
will fail, because the down-hearted ex- 
tremists among the New Dealers have 
made him a test. Tugwell will be re- 
tained precisely because it was tried to 
get him out. 


Neutrality as amended may become 
unneutrality. Confronted by possibili- 
ties of a war in Europe in which the 
belligerents who would have our good 
wishes would be prostrated by em- 
bargoes on our exports that might be 
branded as contraband of war by their 
opponents, Congressmen are talking 
about letting the President discriminate 
between aggressors and non-aggrescors. 
Which is just about the same as lettine 
the President pick which side we shall 
fight for. 

“There is really no neutrality— 
and should be no predefined neutral- 
ity—in a modern general war. To 


for JANUARY 4, 1936 





Wide World Photo 





J. N. GARNER 


The Vice-President Home from Ha- 
waii Prepares for Senate Session 





JosEPH W. Byrns 


As Speaker He Bangs the Gavel in 
the House of Representatives 


stay out of a war according to a for- 
mula may be worse than to go in.” 


Diplomatic Washington, still pro- 
foundly respecting the sapience of Euro- 
pean chancelleries, suggests that after 
the popular fit-throwing is over at Lon- 
don and Paris and public opinion calms 
down, the Ethiopian muss will be set- 
tled along the Hoare-Laval lines—with 
the face of the League saved and Italy 
rescued from collapse. 

Military men here say that Italy 
will become convinced within three 
months that she has bitten off not 
more than she can chew, but more 
than she can afford to. 


Open price idea is in the limelight 
again. A number of industries which 
have filed trade practice agreements 
with the Federal Trade Commission 
have included open price practices. It 
is hoped by them that N R A will at 
least leave behind it some sort of a 
justification for price stabilization. Sev- 
eral of the proposals have gone to the 
limit of intelligent utilization of N R A 
experience to draft procedure that the Federal Trade Com- 
mission will approve. The industries which are most inter- 
ested in some sort of price reporting ire those embracing 
many small producers, especially those that put out stand- 
ardized and interchangeable commodities. 


Some members of Congress are saying to Secretary 
Hull, “don’t you remember that it was understood that the 
emergency excise taxes on imported goods were not to be 
subject to revision in the special trade agreements?” The 
Secretary, who is generally considered to be as square a 
shooter as there is in Washington public life today, is 
reported to have admitted that there was such a gentleman's 
agreement and that he just plain forgot all about it. He is 
so distressed about it that “the boys” 
would never dream of asking him to 
undo anything that he did while he was 
forgetting. But they do hope that now 
that he remembers, the good Secretary 
will do some magnificent making up. 


Senators and Representatives 
who attended the launching of the new 
Philippine Republic are not optimistic 
over its future. In fact, in their hearts 
they really think that it has no future— 
that the Commonwealth will not be cut 
loose finally from the United States in 
1945. They expect that during the 
next ten years Congress will have as 
much trouble trying to keep the Fili- 
pinos out as it has had during the last 
ten years trying to keep them in. 


Sharp division of sentiment is evi- 
dent in Washington regarding current 
attitude of business toward the Roose- 
velt Administration. Some industry 
ambassadors at Washington feel that 
much will be gained and nothing will 
be lost by maintaining co-operative rela- 

(Please turn to page 347) 
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Your Investment Holdings 


Suggestions as to Proper Dis 


tribution and Selections for 1936 


By J. C. CirFForp 


URING the coming year, politics again will dominate 

the investment scene. This has been a growing 

tendency in all nations, but before the advent of 
the present Administration, the Government of the United 
States was among those which injected itself least into busi- 
ness affairs. How rapidly this situation has changed! It 
is probably no exaggeration to say that there is as much 
government in business here today as there is in Italy or 
Germany. It may not be quite so blatantly visible, but the 
influence is there just the same. 

Because of this condition, an investment program must 
first of all consider the influence of probable and possible 
happenings on the political front and then only after these 
have been weighed can. attention be paid to matters purely 
economic. Of political happenings, both past and present, 
the ones that most importantly affect investment are those 
which have to do with inflation. 

This is a term which means a host of different things to 
different people, so, before proceeding further, it might be 
well to state that to us “inflation” is the phenomenon of 
soaring prices, brought about by the public’s utilization of 
an increased supply of 


into the bank accounts of individuals. Now, to the indi- 
vidual the “money in the bank” is about the same as money 
in his pocket and one cannot contend in the face of the 
tremendous increase in bank deposits that has taken place 
over the past year or two that there has been no increase in 
the monetary supply. 

Moreover, the evidence that the country is using this 
increased supply, at least to some extent, is visible on every 
side. Consider how retail sales, particularly in rural dis 
tricts, have jumped, the immense gain in automobile sales, 
and what appears to be an incipient building boom. Also 
the fact that commodity prices and the cost of living have 
risen so steadily is perhaps the most conclusive evidence of 
all that inflationary forces are at work. 

Yet, although one cannot logically dispute this, it must 
be admitted that the inflation has not gone very far up to 
the present time: everything points, however, to its going 
further in the not distant future. Despite the probability 
of a lot of talk about balancing the budget in the next session 
of Congress, the Congress will continue to be a spending 
Congress—a truly balanced budget in the United States is 

not visible even on the 
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ample gold reserves to 2M Erie R. R. Cons. Prior Lien as, 1906......... 99 1,980 80.00 | rather than printing it. 
. oe 2M _ Lake Shore & Mich. Southern 1st 314s, 1997... 94 1,880 70.00 : P 
ie in accord with 2M Southern Calif. Edison Ref. “B” 33(s,1960.. 99 1,980 75.00 | It is popularly sup 
egal requirements, a 2M Southwestern Gas & Electric 1st 4s,1960.... 100 2,000 80.00 | posed that for a govern’ 
great = more cur- ree | ment to borrow mort 
: y | . sf 

nr ae is actually |  @0sh. American Sugar Refining 7% Pref.......... 128 2,660 140.00 | is safe and sound, while 
outstanding, or that we 20 sh. Harbison Walker 6% pref................. 119 2,380 120.00 to print it is appaling, 
have no inflation be- 20 sh. Hershey Chocolate $4 ($5) part. pref....... 115 2,300 100.00 | when, as a matter of 
cause there is little use Ceewiene Ceeiien | fact, carried to ex’ 
of credit as witnessed Shsh. Amerada Gorp........:.....::.5.055-- 78 1,950 50.00 | tremes both are equally 

by the relatively low 25 sh. American Smelting & Refining............ 58 1,450 10.00; | bad. 
level of brokers’ and 20 4 i ap Sa see baveenedeseeeaenns = ee ae The payment of the 

20 sh. PE RO POUND 5 os oo anes see ese 13 A 72.00 : ’ : 
) > 

other loans. These 50 sh. General Electric... coh . 36 1,900 40.00 | soldiers’ bonus is not 
people forget, however, 25 sh. Hercules Powder........................ 84 2100 87.50; | the only inflationary 
that the national debt 50 sh. International Nickel... 44 2200 50.00 | consideration with 
is making new highs ood ona ed 0 a sented ki which the investor has 
- sh. L en Koller Bearing. . eran ea 2 2 ie 
almost daily and that 25 sh. Union Carbide & Carbon.............. 70 1,750 50.00 | to contend. There has 
_- en a government 26 sh. U.S. Gypsum... 85 2,125 43.75} | been no indication any- 
orrows money, spends Suede where that the Senate 
that money, it sooner + Paid or declared in 1935. | inflation “bloc” has 
or later finds its way LS a sail been weaned away 
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from some of their strange economic ideas. They still talk 
their silver poppycock, contending wholeheartedly that black 
must be white, despite a world consensus to the contrary. 

In the face of strong opposition from this group, and 
the coming year being an election year, too, it will be 
extremely difficult for “sound money” to prevail. Then 
there is the Townsend fantasy which seems to be gathering 
more adherents every day. There is no chance, of course, 
of anything like this being enacted, for a while at least, 
but the manner in which the movement is growing affords 
an indication of the pressure which will be put on the 
Government to continue with “social security” and similar 
schemes regardless of strain to the Federal Treasury. 

As has been seen, it will be extremely difficult for the 
Government to curtail expenditures; it will be equally hard 
politically to increase revenues. If business continues to pick 
up the revenues derived from existing taxes can be expected, 
of course, to increase. There is no prospect, however, that 
such an increase will 





promising than that enjoyed by the railroads. In the first 
place the output of electric power is at an all-time record 
high, so that the economic position could not be improved 
upon. In the second place it is our opinion that the prob- 
abilities favor the political agitation, which has so handi- 
capped the public utilities over the past few years, receiving 
a sharp rebuff at the hands of the Supreme Court before 
many months. Should this materialize the public utilities 
would take a new lease on life which undoubtedly would 
be reflected in the price of their stocks. 

The industrial stocks to be found in the two table have 
all been selected for specific reasons. Generally speaking, 
the best opportunities in the present inflationary setting 
appear to lie in the “raw material” stocks. The main 
reason for this is that the price of their output is extremely 
sensitive and can be expected to fully reflect the anticipated 
rise in the general price level. Thus, both lists will be 
found to contain stocks of metal and oil companies. In this 

connection it is to be 

















bring the budget even ee ere ~ So eee noted that the con- 
approximately into bal- sumption of copper 
ance: to achieve this A More Speculative Program | throughout the world 
would require a tre- Sad | has increased greatly 
mendous increase in (Principal $50,000) and that stocks are no 
taxation rates (particu- j Cash in reserve for Medium Medium Common | longer grossly excessive 
larly the individual in- 1936 opportunities Grade Bonds Grade Preferreds Stocks | as they were a few 
come tax rates), to _— $10,900 $8,000 — years ago; also, that In- 
which there would be Bonds ternational Nickel, a 
as much opposition as | SS SS virtual monopoly, has 
there would be a cur- | [2M American International Deb. 534s, 1949...... 100 $2,000 $110.00 just reported the best 
tailment in relief ex- | 2M_ Columbia Gas & Electric Deb. 5s, 1961... ... 98 1,960 100.00 quarter's profits of its 
penditures Thus, while |) 2M Bown oun SF var ecto. at em aie.oe story. As for the ol 
a much heavier tax 2M Warner Brothers Pictures Deb. 6s, 1939... . 86 1,720 120.00 industry, the outlook 
burden is a certainty in has never been so good 
the ultimate future, the | Preferred Stocks in years, with produc- 
a . 4 | 20 sh. American Water Works $6 Ist pref....... 90 1,800 120.00 . ° 
most that is likely to | "S0.sh. Philadelphia Co.6% pref...............-. 48 2,150 150.00 | tion pretty well in 
be done along these lines |  S0sh. Shell Union O11 514% pref........... 110 2,200... hand and consumption 
within the near future | 20 sh. Youngstown Sheet & Tube 5'»‘;. pref.. 103 2,060 27.50 going ahead by leaps 
is some raising of the | Gueteine Seectin and bounds. 
taxes imposed upon cor- | Sbeh, Alfegheny Stesl..... 29 1,450 50.00 Although the chem- 
porations and the con- | 100 sh. Bendix Aviation. . . 23  ©—«- 2,300 100.00 ical industry is not usu- 
tinuance, perhaps upon rn = ome “— - — ae ally classed as a “raw 
a broader scale, of Po eli—e ernie 17 1,700... | material’’ industry, 
nuisance taxes of all 60 sh. International Nickel... 44 2,200 50.00 | nevertheless this is what 
kinds. One is forced 25 sh. Monsanto Chemical... 86 2,150 37.50t it virtually is, for by 
to conclude, therefore, 100 sh. North American. .... 36 = 2,600 100.00 far the greater part of 
that taxation, the one ty 2 iso || the chemical output 
thing that could halt 20 sh. Westinghouse Electric & Mfg 94 1,880 20.00% goes to other industries, 
this inflationary move- | qanaee | In addition to this fa- 
ment in its tracks, is | { Paid or declared in 1935. vorable feature, the 
politically impossible. | | chemicals have the 
Nevertheless, though : Bn —— oem added attraction that 


it be true that we are 

in the midst of a broad inflationary movement, it will be a 
movement containing many cross currents. For example, 
an investor will remember that companies, the price of whose 
products is controlled, usually make poor holdings in an 
inflationary period; they are squeezed between rising costs 
and the inability to raise selling prices in proportion. There 
are two major groups which typify such a condition, the 
railroads and the public utilities. Although no railroad 
common stocks have been included in the accompanying 
tables, it is conceded that with further business improvement 
many of them justifiably will move higher. Perhaps some 


of the cash that we have been careful to leave both accounts 
will find profitable employment here for the shorter term; 
it is only as long-term holdings that the railroads are not 
attractive. 

The case in regard to the public utilities is somewhat 
similar, although the short-term prospect is even more 
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they are constantly 
devising new products and processes, which products and 
processes, when in the state of dynamic expansion, can be 
counted upon to swell profits or reduce the loss in older 
lines, regardless of outside conditions. The chemicals have 
still another important attraction; by and large they have 
a low labor cost in relation to the selling price of the 
product. There are two advantages in this (1) less likeli- 
hood of labor trouble and (2) such legislation as “social 
security” will fall less heavily on them than upon other 
industries. 

In addition to liberal representation in “raw material” 
issues, both the accompanying lists provide a stake in a num- 
ber of miscellaneous manufacturing concerns whose position 
at the present time appears to be good. These include 
alloy steels, which still have before them immense possibili- 
ties; automobile manufacturers, whose business was extremely 

(Please turn to page 350) 
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Significant Foreign Events 


By Gegorce BERKALEW 
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European Politics—Everyone 
Marks Time 


At the present time, the Italo- 
Ethiopian dispute and its possible impli- 
cations continue to dominate the inter- 
national situation. Despite the eleva- 
tion of the Right Hon. Anthony Eden 
to the position of His Majesty’s Secre- 
tary of State for Foreign Affairs, a 
man known to be in favor of imposing 
drastic sanctions upon Italy, nothing 
as yet has been done along these lines. 
In the meantime, the conflict itself in 
Africa is virtually at a standstill. 

This is not to say, of course, that a 
good deal of work is not being done 
undercover. The longer the League 
experience with sanctions, the more 
complex the difficulties in making them 
fully effective. The problems which 
have arisen over those already imposed 
is holding up more drastic measures 
and, until these problems are solved 
satisfactorily, there is a general unwill- 
ingness to proceed further. As the 
action on the stage ceases, however, 
there is feverish and ominous activity 
behind the scenes. Rearmament proceeds as never before; 
Britain seeks assurances from various Mediterranean powers 
as to their position in the event of an armed clash with 
Italy; in France, Laval, teetering like a tight-rope walker, 
knows that his country must side with England if the worst 
comes to the worst, but seeing in such a course the rupture 
of the steel wall around Germany; as for the latter, she 
sees in the present troubled times, the chance to express 
dissatisfaction with her naval treaty with Britain, stress the 
loss of her pre-war colonies, and state her intentions of 
having an air force second to none. War? Not yet, but 
eventually. 


Wide World Photo 


* * * 


The World Economically? Some Improvement 


The forecast, eliminating the North African controversy 
and its ramifications, is fair and warmer. British trade 
returns for November show a satisfactory increase over 
preceding years and industrial activity continues unabated. 
The critical coal dispute is progressing toward a final settle- 
ment by peaceful arbitration. If it were not for the prospect 
that an unbalanced budget will be the result of the necessity 
for rearmament, conditions would be eminently satisfactory. 

Other parts of the world, likewise, continue to register 
economic improvement. Higher prices for raw materials of 
almost every kind have bettered conditions throughout South 
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ANTHONY EDEN 


Britain’s New Foreign Secretary 
Favors Sanctions 


America, except for temporary unset- 
tlement in Venezuela brought about by 
the death of Dictator Gomez. In 
Canada and the United States business 
continues to gain, despite “New Deal” 
proclivities in the former and its actual 
materialization in the latter country. 

On the dark side of the picture looms 
the unsettlement of world markets as 
a consequence of the American silver 
policy; a possible deadlock in London 
Naval Conference discussions; the 
repercussions of Japanese imperialism in 
Northern China; the accentuation of 
political dissension in Germany during 
the winter, resulting from insufficient 
foodstuff and raw material supply. 
Consequently, world markets are feel- 
ing in a sober, chastened mood—are 
not likely to be fired with any outburst 
of enthusiasm before the turn of the 
year. The investor in all countries may 
find it profitable to forget his broker’s 
telephone number for a short time and 
consider well the longer range invest- 
ment opportunities of 1936. 


* *& * 
Dr. Schacht’s Ten Points for Capitalism 


Under the present confused division of opinion in most 
countries concerning the rights of shareholders, German 
capitalistic dictator Dr. Schacht summarizes succinctly his 
ideas on this subject in ten points. 

(1) Legal security in the economic sphere is essential. 

(2) Joint-stock companies are suitable instruments for 
the building up of modern economic enterprises, especially 
in an economic system where there is a shortage of capital. 

(3) The willing co-operation between business and sav- 
ings is of greatest importance. 

(4) Shares must be easily accessible and transferable in 
order to raise the necessary capital. 

(5) Leading personalities—he uses the German word 
“Fuehrer”—are not nominated but rise to the top in the 
natural course of things and must prove their ability. 

(6) The feeling of responsibility of an economic leader 
must not be weakened but must rather be promoted in 
every way. 

(7) There must be confidence between industrial leaders 
and the mass of shareholders. 

(8) There must be a possibility of exercising control over 
the business leader. 

(9) The differences in the aims and nature of joint- 
stock companies necessitate a certain freedom in their 
regulations. 
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(10) The new company laws must provide for the tasks 
of the future and avoid the deficiencies of the past. 

Dr. Schacht’s statements are ambiguous on one salient 
point—to what extent should Government leaders inter- 
vene in private business enterprise? There remains no 
doubt that complete Fascist control of industrial activity has 
been definitely abandoned by the National-Socialist Party. 
The Nazi Herr Director sees private ownership of the 
means of production as the only system which can provide 
the adequate equipment of a national economy—sees also 
little advantage in increasing the rights of industrial leaders 
to the detriment of shareholders. National-Socialism, how- 
ever, apparently rejects capitalism in so far as it aims only 
at profits—another nebulous theory of Nazi propaganda. 
For are not profits fundamentally the be-all and end-all of 
business, whether private, corporate or governmental? 


x * x 


U.S. Chokes on a Silver Spoon 


London financial opinion comments on the Federal silver 
program as another severe blow dealt to the prestige of the 
Washington Administration. According to The Times, 
not all the efforts of the silver zealots to make Britain or 
any other nation or individual the villain of the piece have 
been able to disguise the fact that once again a New Deal 
monetary experiment has proved a “flat and very expensive 
failure.” 

It is an expensive failure, according to British opinion, 
for the following reasons: first, it has worked havoc with 
foreign trade and the internal affairs of countries whose 
goodwill the United States is anxious to preserve. Secondly, 
despite heavy purchases, the price of $1.29 an ounce for 
silver is still a great way off. With United States monetary 
silver stocks now on hand of nearly 762,000,000 ounces, it 
is estimated to take in addition 1,140,000,000 to raise the 
price to the figure stipulated in the terms of the Silver Pur- 
chase Act. 

The pursuance of this policy would inevitably boost the 
price of the white metal far beyond its real economic value, 
and at the same time provide no intrinsic backlog for 
monetary reserves. In other words, the consensus in England 
belittles the theories of the “Silver Senators” as fantastic— 
the heaping up of sil- 
ver in order to dictate 
terms of monetary 
stabilization, where 
the cost of the ma- 
noeuvre would be 
hugely disproportion- 
ate compared with the 
doubtful profits which 
might accrue. Mr. 
Morgenthau’s attempt 
to negotiate with 
China or to shift the 
supply of silver de- 
mand to other isolated 
quarters has smal! 
chance of success, 
since no silver market 
in the world at pres- 
ent is in a position to 
replace the London 
bullion market. 

After what has hap- 
pened, it would seem 
that the political ar- 
guments which the 
American Treasury 
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Wide World Photo 





A Freighter Loading Aviation Gasoline in Los Angeles for 
Italo-Ethiopian War Zone. 


can now advance against further bidding for world silver 
will have greater weight with Congress than any amount 
of economic reasoning. It is not good politics to stuff the 
pockets of foreign silver speculators with good American 
dollars or—as it is in practical effect—to swap them valu- 
able American goods or securities for over-priced silver of 
doubtful future value. 

If the selfishness of the silver producing states must be 
served, it could be done much more cheaply and with 
far less disturbance simply by paying virtually any price 
that they demand for the relatively small domestic output 
of the metal—even up to the mysterious $1.29 an ounce 
that a small minority of our people seem to think this minor 
metal should be worth. 


a 


China—On the Operating Table 


News reaching the city of London from Shanghai makes 
it possible to report with some accuracy on the direction of 
moves behind the haze of rumors, misinformation and out- 
right lies which emanate from the Far East. There is every 
indication that the British are playing in Nanking a game 
destined, if successful, virtually to force the Japanese to 
abandon their present hostility to any power angling to 
preserve its present position in the Chinese market. In fact, 
it would look as if England, ironical though it may seem, 
is attempting to force the Japanese into a partnership in 
the China business. 

The “Leith Ross Plan” for currency control and central 
banking reform has already given the British such a hold 
in Nanking that they have been able to effect a temporary 
standstill of Japanese activity in northern China. Equally 
interesting to recall is the fact that when Treasury expert 
Sir Frederick Leith Ross managed to take China off the 
silver standard, the Foreign Office hastened to assure every’ 
one that the Nanking Government’s program and the Ross 
Plan happened, by the merest coincidence, to be identical. 

Meanwhile, the Japanese have been more profoundly 
upset by rumors reaching them from Washington to the 
effect that the British have secured a definite assurance from 
the United States on a common line of action in the 
defence of the Nine-Power Treaty. The news was un- 
founded, since memo- 
ries of the betrayal of 
1931 are too vivid to 
permit a binding pact 
with Great Britain on 
common action in the 
Far East. Any en- 
tanglement of this na- 
ture would moreover 
be particularly awk- 
ward for the Roose- 
velt Administration 
during the pre-election 
period. Hence the 
Japanese, by British 
bluff, have been 
frightened into back- 
pedalling their plans 
for the establishment 
of an autonomous 
state in the five north- 
ern provinces. It is in- 
conceivable, however, 
that Japanese  reti- 
cence on this score 

(Please turn to 
page 358) 
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What Is Electric Bond & Share 
W orth? 


Securities of Huge Enterprise 


in an Interesting Position 


By Puitir Dosss 


O the Electric Bond & Share Co. recently went the 
doubtful distinction of having been singled out by 
S E C for the court test which is to decide whether 
holding companies can be forced to register under the 
Public Utilities Act of 1935. And it must be admitted that 
S E C selected a holding company de luxe for the purpose. 
Electric Bond & Share is no simple holding company, but 
a holding company for other holding companies, which, in 
turn, have sub-holding companies and so on almost ad in- 
finitum. It has been, moreover, Electric Bond & Share’s 
practice to perform certain supervisory services for its oper- 
ating units and charge them for it, something which is ana- 
thema to the New Dealers and which a registered company 
is expressly prohibited from doing under the Public Utilities 
Act. 

Ultimately, of course, this point must be tested in the 
courts. In the meanwhile, however, Electric Bond & Share 
has taken steps to alter its status by setting up a wholly 
owned subsidiary, Ebas- 


analysis or appraisal of the concern uncommonly difficult. 

This is not so strange, however, for a company whose 
half-billion dollars of investments are not only scattered 
across the length and breadth of this country but in a dozen 
different foreign countries and political sub-divisions, each 
of which has different regulatory or supervisory laws. 

In addition, there is the complicating factor of our own 
recently-enacted Holding Company Act which has served 
to depress the value of all utilities out of all relation to 
their present or potential earning power. 

Conversely, of course, the nullification or even the modi- 
fication of the death sentence characteristic of this legislation 
would have a decidedly stimulating effect on the securities 
of all utilities, and of holding companies in particular. For 
this reason, and in spite of complexities and uncertainties, it 
is worthwhile to attempt a broad sketch of what Electric 
Bond & Share Co. is today with an indication of what it 
may become in the future depending upon eventualities. 

Let us take up the 





co, to perform the man- 


parent company first. 





agement, financing and 
other services for the 


Behind Electric Bond 
& Share’s 5,267,147 





other affiliates. Also, 
all Bond & Share’s ofh- 
cers and directors have 
resigned similar posi- 
tions which they were 
holding with other 
companies in the group. 
On the face of it, 
this leaves to the top 
holding company only 
the functions of an 
investment company, 
whose income is de- 
rived solely from se- 
curities held. How the 
S E C or the Supreme 
Court will regard the 
arrangement is, how- 
ever, problematical. 
Nor is this the only 
enigma associated with 
this huge enterprise. 
The whole setup of 
Electric Bond & Share is 
complex and so interre- 
lated as to make a fair 
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Electric Bond & Share’s Principal Security 


e 
Holdings 
(As of December 31, 1934) 
Shares J of Current 

Company Owned Total Price 
American & Foreign Power 

ji Serre 65,809 17.00 24 

of NS Seer ee 13,794 2.88 27 

$7 second preferred “‘A”.......... 2,158,236 82.21 11 

NSCS or nes <b hbase acon be 881,495 44.72 616 

SPIIOM WPREEITIE. 5 ns ccc sss cscs 5,812,884 86.06 312 
American Gas & Electric 

SOR isk apc bcbidcusws ssnaca aes 846,986 18.89 36 
American Power & Light 

Cy IEE UR nic nccscccnscae 51,840 5.30 34 

RENIN S oa Sil Ain osaGs os cae ew suse 937,210 31.10 8 
Electric Power & Light 

Jk oe eee 485 0.09 25 

$7 second preferred “A”’.......... 13,905 16.30 14 

DE a pe awucsawncecve 1,976,638 57.92 516 

CONN IIIS 5. oo tsis cee aee 393,408 68.20 1% 
National Power & Light 

Ee ink ae ae ene oa wees 2,540,437 46.56 10 
"United Gas Corp. 

Ne oa Sie 17,310 3.85 77 

as hit ce ok aes ke ee 8 & 752,666 9.63 3 

SE an ee 151,005 3.10 1% 


Note: In addition Electric Bond & Share held American & Foreign Power 
notes totaling $43,223,466, United Gas note in $25,925,000, and $20,000,000 face 
value Cuban Electric 6% debentures of 1948. 

*Controlled by Electric Power & Light. 











shares of common, 
300,000 shares of $5 
preferred and the 1,- 
155,655 shares of $6 
preferred, there lies 
cash, investments and 
the technical brains of 
a keen engineering and 
financial organization. 
As of September 30, af- 
ter making due allow- 
ance for the preferreds 
and current liabilities, 
the common stock of 
the company was worth 
$23.82 a share, figured 
on the market value of 
its investments when 
possible. Judged by 
current prices there has 
been a further rise in 
Bond & Share’s invest- 
ments since then, so 
that today one can buy 
the holding company’s 
stock for at least $8 a 
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share below the price put upon the underlying securities. 

Many will go no further than this and take for granted 
that the stock is cheap. But let us ascertain whether the 
market value of the underlying securities bears a reasonable 
telationship to their actual value and then, whether there is 
not likely to be a drastic change in the actual value. This 
leads to an analysis of six major holding company systems— 
American & Foreign Power Co., Inc., American Gas & 
Flectric Co., American Power & Light Co., National Power 
& Light Co., Electric Power & Light Corp. and the latter’s 
subsidiary, the United Gas Corp. These will have to be 
taken up separately. 


American and Foreign Power 


Electric Bond & Share’s interest in American & Foreign 
Power consists of approximately 45 per cent of the latter's 
cutstanding common stock, 82 per cent of the second pre- 
ferred stock, 86 per cent of the option warrants and 17 per 
cent of the $6 preferred stock. This investment has a cur- 
rent market value of about $53,000,000; in addition to which 
the parent company has advanced $43,000,000 to its subsidi- 
ary on notes 


which fall due in 





this connection it is to be noted that the Compania Chilena 
de Electricidad, Chilean subsidiary, has just been sued by the 
Government for alleged violation of the Exchange Control 
and to the tune of $10,000,000. Incidentally, the Chilean 
subsidiary lost the suit and a fine of some $7,000,000 was 
imposed. However, the whole thing is now reported settled 
on the basis that the fine is to be remitted and control of the 
company is to pass into Chilean hands. 


Recent Improvement 


Aside from this, the affairs of American & Foreign Power 
show signs of definite improvement. For the six months t 
Tune 30, last, the company reported net income of $1,138, 
046 compared with the $531,534 in the corresponding previ 
ous period, both figures being after taxes, charges and sub 
sidiary preferred dividends, but before taking into considera 
tion exchange losses and profits, realized and unrealized. 

What American & Foreign Power needs above all else 1s 
an improvement in world trade and advancing prices for 
raw commodities. Such developments would greatly aid the 
situation in breaking down the exchange difficulties which 
have been such a 
handicap. It is t 





1938. It holds 
also $20,000,000 
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Cuban Electric | in connection 
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communities and 
the population of 
the territory served is placed in excess of 14,000,000. 
South America is the comparg’’s principal seat of activ- 
ity—the Argentine, Brazil, Chile, Columbia, Ecuador, and 
Venezuela. It also operates extensively in Central America. 
Outside this continent the American & Foreign Power Co. 
has expanded as far as India and the International Settle- 
ment of Shanghai and its environs. 

Under present day conditions, the exact status of Ameri- 
can & Foreign Power Co. is for all intents and pur- 
poses indeterminable. An operating subsidiary, for example, 
may earn a certain amount of money in local currency and 
then find it quite impossible to remit in dollars because of 
exchange restrictions. The company emphasizes in its finan- 
cial reports the difficulty experienced in making remittances, 
being careful to state that of the $10,311,761 available to the 
company last year: “Of this amount only part is available in 
United States currency.” Also the net income of $2,133,- 
465 was reported to be “before exchange adjustments.” In 
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amounting t 
$43,000,000 and minority interest in the common stocks 
of subsidiaries of nearly $9,000,000. Then there were 
bank and other loans of $41,000,000, a note to the Electric 
Bond & Share Co. of $35,000,000 and, finally, its own gold 
debentures outstanding in the amount of $50,000,000. All! 
this ranks ahead of the American & Foreign Power con 
mon and preferred. 

One can foresee the possibility, and a good one, that Elec 
tric Bond & Share ultimately will see daylight on its For 
eign Power investment. Some day they may be highly 
profitable but this will depend on business conditions in thé 
several foreign countries and on the trade conditions be 
tween them and this country rather than in the manage 
ment skill of Electric Bond & Share or the subsidiaries 
themselves. With this none too satisfactory conclusion, let 
us pass on to Electric Bond & Share’s domestic investments 
where at any rate there are no exchange difficultics wit) 
which to contend. 





The American Gas & Electric Co., nearly 19 per cent of 
whose common stock is owned by Bond @ Share, is a hold- 
ing company itself, but the system is an integrated one and 
among the soundest in the industry. The company’s opera- 
tions in Michigan, Indiana, Ohio, Kentucky, Virginia and 
West Virginia, which is about 80 per cent of the total busi- 
ness, are physically interconnected. It derives more than 
enough income from its holdings of operating company bonds 
and preferred stocks to pay the interest on its own deben- 
tures and dividends on its own preferred stock. The com: 
mon cash dividend of $1, maintained by American Gas & 
Electric throughout the depression, was no less than the 
amount paid in cash during the boom years 1926 to 1929. 
True, in past years, it was the company’s custom to pay stock 
dividends in addition, but the present cash rate is $1.40, 
while at the beginning of this year 20 cents extra was paid 
instead of the usual distribution in stock—a holding company 
record which many operating companies might well envy. 

For the twelve months to October 31, last, the American 
Gas & Electric Co. reported earnings equivalent to $1.80 a 
share of common stock, compared with $1.62 for the cor- 
responding previous period. Today, American Gas & Elec- 
tric common is quoted around $36 a share, so that Electric 
Bond & Share’s holdings of approximately 850,000 shares 
have a market value not far from $31,000,000, an investment 
which returns about $1,200,000 from the regular dividend 
alone, without consideration of possible extras either in stock 
or cash. 


American Power & Light 


At the end of last year, Electric Bond & Share was hold- 
ing 937,210 shares of the common and 51,840 shares of the 
$6 preferred of the American Power & Light Co. This is 
a holding company, too—and very much so, for it has four- 
teen principal operating subsidiaries scattered from Wash- 
ington in the Northwest to Florida in the Southeast and from 
Minnesota in the North to Arizona in the Southwest. It is 
predominently a system of small communities and, from 
what one can see at the moment, would be among the hard- 
est hit of all in the event that holding company dissolution 
be effected eventually. 

The American Power & Light Co., however, has been 
doing much better recently. For the twelve months to 
October 31, 1935, the company reported earnings equivalent 
to $4.14 a share on the 
combined 793,581 
shares of $6 preferred 
and the 978,444 
shares of $5 preferred. 
In the corresponding 
previous period $1.88 
a share only was re- 
ported. Dividends on 
these two preferreds 
are being paid at half 
the face rate and ar- 
rears on the $6 pre- 
ferred now amount to 
more than $13 a share, 
while arrears on the 
$5 preferred are 
nearly $11 a share. 

American Power & 
Light common is an 
issue with very high 
leverage. Obviously, 
it has little, if any, 
concrete value at the 
moment, but it would 
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A Florida Plant of American Power & Light 


not take much more in the way of further improvement in 
operating company status to give the issue real earning 
power, and consequently, value. It is selling today in the 
open market at $8 a share, so that Electric Bond & Share’s 
holdings are priced at about $7,500,000. The $6 preferred 
is selling at $41, which gives Electric Bond’s 51,840 shares a 
value ot about $2,100,000, and from which it is currently 
receiving an annual income of roughly $150,000. 


National Power & Light 


National Power & Light is the fourth of the big holding 
companies in which Electric Bond & Share is vitally inter- 
ested. Operations center in Alabama, North and South 
Carolina, Tennessee, Texas and Pennsylvania and it has a 
distinction of doubtful merit in that it has more properties 
coming within the influence of the Government’s Tennessce 
Valley schemes than any other utility system with the ex- 
ception of Commonwealth & Southern. 

Unlike the majority of the companies that have been men- 
tioned previously, National Power & Light, despite some in- 
crease in gross, has found it impossible to avoid a more than 
offsetting increase in expense. As a consequence, net income 
for the twelve months to November 30, last, was equivalent 
to only 79 cents a share of common stock, compared with 94 
cents a share in the corresponding previous period. In 
October, the company’s directors cut the quarterly dividend 
of 20 cents a share to 15 cents and, thus, Electric Bond & 
Share’s 2,540,000 shares of common can be expected to pro- 
duce an annual income of only about $1,500,000, as com- 
pared with more than $2,000,000 in the recent past. Na- 
tional Power & Light, however, serves many heavily indus- 
trialized regions and a further pick-up in industry, particu- 
larly the heavy industries, might be expected, therefore, to 
quickly change its fortunes for the better. 


United Gas 


The fourth and fifth major affiliates of Electric Bond & 
Share are Electric Power & Light and the company which it 
controls, United Gas Corp. It was in 1930 that Electric 
Power & Light, operating an extensive electric public utility 
system in the Southwest decided upon major expansion of 
its natural gas operations which were then of minor import- 
ance. This resulted in the formation of the United Gas 
Corp. which went on 
expanding as the de- 
pression _ intensified 
and has since proved 
a matter of consider- 
able embarrassment to 
its parent. As a mat- 
ter of fact, if it had 
not been for Electric 
Power & Light sup- 
port, United Gas 
could hardly have 
avoided the courts a 
long time ago and if it 
had not been for Elec- 
tric Bond €& Share sup- 
port of Electric Power 
& Light, the latter in 
all probability would 
have been in the same 
predicament. 

The situation at the 
end of last year was 
(Please turn to 
page 357) 
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Trucks Deliver the Goods 


Recovery in Registrations Phenome- 
nal and Will Continue—Bus Outlook 
Less Dynamic — Who Will Profit? 


By Ratpw L. Woops 








NCE we thought of Nee mens Of course, this does not 
the motor truck mean that trucks are 
strictly as a “feed- | New Truck Registrations by Makes in threatening the leadership 

er’ for the railroads, and | First Eight Months of 1935 and Percent- of passenger cars in terms 
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formed person would dis- 
pute this there is no use 
in laboring the point. They are now familiar public servants. 

The real question at this time happens to be not whether 
these youngsters are legitimate, but whether they are 
healthy, growing; whether a bigger job is waiting for them 
when they reach maturity. That is what truck and bus 
manufacturers are interested in. That is the question this 
article will examine. 

It is fitting that the truck should be placed on the eco- 
nomic scales first, since it is a more vital transportation factor 
than the bus. For example, railroad passenger revenue in 
1932 was equal to only 13 per cent of the freight 
revenue. For every bus in operation there are about thirty 
trucks. Even if the difference in terms of value of output 
should not be so great, the truck is still of much larger rela- 
tive importance. 


Fast Recovery in Trucks 


For all the havoc wrought by the depression we can at 
least profit by it to the extent of determining the resiliency 
and vitality of various industries. This is a valuable guide 
for the future. The marked and impressive, but not sur- 
prising, comeback of the motor truck industry provides 
a sound basis for anticipating the future. Its recovery has 
been sharper than that in passenger cars. 
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production 20 per cent 
greater than for the same 
period of 1934. Foreign sales for 1935 are about 25 per 
cent ahead of 1934 and absorbed approximately one-fourth 
of the total production. 

The strength of the motor truck industry during the 
latter part of the depression has a special significance because 
these vehicles are bought only after business men have deter- 
mined that, given certain circumstances, they offer a cheaper 
and more efficient means of transportation. This seal of 
utility and practicability is the truck industry's best assur- 
ance of success. 

Although these figures are indisputable evidence of the 
truck industry’s recuperative powers, they fail to tell why. 
But if we briefly look behind these figures their importance 
is heightened and the future assumes a tangible aspect. 


Why Trucks Are Bought 


Why are three and one-half million trucks in operation 
today? The railroads will tell you many trucks are able to 
keep their wheels moving only because their right of way 
is maintained at public expense. But that is only one reason. 
Thousands of shippers told Federal Co-ordinator of ‘Trans- 
portation Eastman that they use trucks because of cheaper 
total costs, superior speed, completeness of service, schedule 
correlation, and adaptability. 
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roads are not L 
equipped eco- 
nomically to handle freight in quantities intermediate 
to carload and less than carload, the flexible, adaptable truck 
benefited. 

Of course, if the trucks’ advantages were unlimited it 
would be just too bad for the railroads, but no such wild 
conclusion is here advanced. Simply stated, the truck can 
perform certain definite transportation functions cheaper 
and better than any other medium. Within the past few 
years this fact has become more widely recognized while the 
scope of the truck’s operations has been broadened. AI- 
though the truck is an integral part of our transportation 
system it is much too early to say how large a part that 
is. There is nothing to indicate that it should or will now 
rest on its laurels. 

When Congress legislated the interstate operations of 
trucks into the hands of the Interstate Commerce Com- 
mission some alarmist took it to mean that a young 
industry would be smothered by a railroad-minded bu- 
reaucracy. Today even these alarmists admit they are 
wrong. 


Effect of Regulation 


Look at it this way. Of the three and one-half million 
trucks now in operation only 250,000 at the outside, or 
the “for hire” trucks, will be regulated other than as to 
standard of equipment, safety, and maximum hours of labor 
of truck drivers and helpers. As a matter of fact, not all 
the “for hire” trucks will come under the Commission’s 
jurisdiction, since many of them do not cross state lines. 
But even if all “for hire” trucks were under Commission 
regulations, there is surely no reason to suppose they will 


be hobbled. 


a decent regard 
for the welfare of employees. Here and there this might 
require an extra truck or so to do the same amount of work 
as before. 

Unless the regulations should be drastic it is most unlikely 
that the cost of operating trucks inter-state will be increased 
enough to weaken their competitive position. Besides, most 
trucks operate within state lines. 

It is surprising that the “private” motor truck has not 
received more attention in view of its predominance. 
Remember, no matter what barriers are placed before the 
“for hire” truck there is nothing to prevent business from 
buying and operating its own trucks. Co-ordinator East- 
man has suggested that the chief conflict in the transporta- 
tion field might well be between public and private trans 
portation. No matter who wins, the man who sells 
trucks in volume should still be using black ink in his 
ledgers. 


Large Replacement Market 


In spite of the truck’s spectacular rise during the past 
few years as an inter-city transport medium, total truck 
registrations at the end of 1934 were 77,000 less than for 
the peak year of 1930. Even if the 1935 tally equals the 
1930 figure, there is still room for growth because of the 
truck’s expended operations and more intensive use. In 
that case they will wear out quicker, making replacements 
more frequent. 

The only information available regarding the age of 
trucks in operation is based on a survey made in New 
Jersey from August, 1932, to August, 1935. At that time 
29 per cent of all trucks in the state were five or more 

years old. Since then an 
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Timely Hints for the Bond Buyer 


Three Issues Offer Income and Prospective Price Enhancement 


are properly classified as medium 

grade and semi-speculative. Dur- 
ing the past year, however, their status 
has visibly strengthened and as the 
1936 prospects for these companies 
shape up at the present time, there is 
well-founded basis for anticipating re- 
sults which will offer bondholders in- 
creased security. In the circumstances, 
and considering the attractive income 
which is made available, any or all of 
these issues might be added advantage- 
ously to a diversified list of investments. 


‘ie three bonds discussed below 


American International 
Corp. Deb. 51%’s 1949 


The American International Corp., 


in its present capacity is a general man- 
agement investment trust, with an in- 





—1935—, 
Recent Price High Low Current Yield 
10012 103% 851 5.4 








vestment portfolio comprised of a wide- 
ly-diversified list of securities, of which 
common stocks comprised nearly 74% 
at the end of 1934. Viewing the com- 
pany’s results during the past several 
years it will be seen that the man- 
agement has acted with commend- 
able sagacity. Common stock holdings, 
for example, which accounted for only 
45% of the portfolio in 1932 were 
appreciably enlarged enabling the com- 
pany to benefit substantially from the 
rise in equity values during the interim 
period. Moreover, the management has 
largely concentrated its commitments 
in industrial issues, the latter account- 
ing for some 52% of the total value of 
the portfolio, while railroad and pub- 
lic utility issues represented only 8.5% 
at the end of last year. Because of this 
foresighted program, there has been 
substantial gain in the book value of 
the company’s assets. 

As of September 30, last, the net 
assets of the company totalled $22,326,- 
119. This figure represents a gain of 
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By J. S. Witiiams 


nearly $3,000,000 since the end of 
1934. Applied to the $13,821,000 
principal amount of debentures out- 
standing, net assets of the company are 
equivalent to more than $1,600 per 
$1,000 debenture. Stated otherwise, 
the equity for the debentures, in excess 
of its principal amount is equal to $8.43 
a share on the 1,007,973 shares of com- 
mon stock outstanding. According to 
the most recent report the company 
held cash and Government securities 
of nearly $875,000. Last year net in- 
come available for interest requirements 
amounted to $802,106, while interest 
charges totalled $760,155. While this 
margin is not a wide one, it is not 
unusual in an investment company, and 
reflects the large percentage of common 
stocks held. This year, however, re- 
flecting increased dividend payments, a 
wider coverage for interest require- 
ments is foreshadowed. Selling at 
10014, the bonds are a sound income- 
producing medium, affording a current 
return of nearly 514%. 


Warner Bros. Pictures, Inc. 


Conv. 6’s 1939 


Conceded frankly to be a speculative 
commitment, Warner Bros., 6's 1939, 
nevertheless, have interesting possibili- 
ties for enhancement in value, with the 
added inducement of an unusually gen- 
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erous yield. The motion picture indus- 
try, as a whole, has responded to the 
improved economic conditions through- 
out the country, a condition which has 
found marked reflection in the recent 
earnings of Warner Bros. In the fiscal 
year ended August 31, last, the com- 
pany’s operating profit increased about 
$2,500,000 and after depreciation and 
interest charges, there was a balance of 
$644,557, as compared with a loss of 
nearly $3,000,000 in the 1934 fiscal 


period. In the November quarter of 
the current fiscal year, it has been esti- 
mated that the company earned better 
than $1,000,000, whereas a year previ- 
ous a loss of $143,751 was shown. 
While the company’s working capital 
position leaves something to be desired, 
liquid resources appear adequate for all 
immediate needs, and the improved 
prospect appears to favor a gradual 
building up of working capital. Re- 
cently a number of important cities in 
Pennsylvania legalized the Sunday 
showing of motion pictures and _ this 
development is likely to add substan- 
tially to Warner Bros.’ box office re- 
turns in that state, inasmuch as it is 
the owner of a large chain of theaters 
in Philadelphia, Pittsburgh and other 
cities. The company has been whittling 
down its funded debt and the present 
total of about $83,500,000 compares 
with more than $105,000,000 at the 
peak in 1930. The 6% debentures of 
1939 are outstanding in the amount 
of $31,924,000. Whether or not the 
debentures will be retired in full three 
years hence is an imponderable factor 
at this time, but the possibility that the 
company may be able to refund them 
without difficulty is at least a worthy 
speculative consideration, while the 
immediate prospect offers reasonable 
assurance as to the security of the cur- 
rent return of 6.9%. 


Certain-teed Products Corp. 
Deb. 51%4’s 1948 
Originally issued in 1928 in the 


amount of $13,500,000, the operation 
of a sinking fund has reduced the 
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amount of Certain-teed Products 52% 
debentures outstanding to $9,550,000, 
which with a purchase money mortgage 
of $54,500 comprise the company’s en- 
(Please turn to page 352) 
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This Is the Time to Buy Oils 


Which Ones? — Careful 


Discrimination Is Essential 


By Barnapas Bryan, Jr. 
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HEN they fj 

measured 

the potential 
production of the 
East Texas field this | 
autumn, they found | 
that it had de- 
clined by 20%. 
Here in a nutshell is 
the story of oil. As | 
East Texas goes | 
down, the oils go 
up. There has been 
nothing discovered 
during recent years 
which can take the 
place of East Texas 
as a price destroyer 
and profit killer. It 
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common share and 
its net fixed assets by 
$11.85 per share, 
This has been done 
while the bonded 
debt was being de 
creased by $1.11 per 
common share. The 
common shares out: 
| standing have only 
| increased a little 
| over 400,000. Thus 
| the company has 
been able, once again 
to profit by its liquid 
position, to buy, de: 
velop, and _ invent 
new sources of earn 
ings during depres 
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is true that more | * 
new oil has been dis- | 
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sion, when such 








covered lately than 
has been produced, 
but it has very few owners, and they 
are agreeable to higher prices. As 
Senator Borah might express it, “we are 
that much further from the price sys- 
tem, and that much nearer to monop- 
oly.” 

This does not mean that the oil in- 
dustry has cured all of its troubles. As 
this is written, gasoline stocks are going 
up too fast, and there is a tendency to 
rising prices, when they should be weak- 
ening. There has been a false stimula- 
tion due to war exports, coming just 
when the seasonal demand for gasoline 
is usually experiencing its winter de- 
cline. This may cause difficulties later 
in the winter unless the curb is 
promptly applied. Unwieldy stocks of 
gasoline can impair profits for several 
months, in spite of a fundamental im- 
provement in the crude oil supply. 

During the past several months, there 
has been a growing change in the rela- 
tive prices of crude oil and gasoline. In 
the code era, crude oil was priced too 
high. Gasoline prices could not rise to 
a comparable level. This threw all of 
the profit to crude oil production with 
a proportionate loss to refining and 
marketing. As the “hot oil” has been 
partly eliminated and the craze for new 
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automobiles has grown, wholesale gaso- 
line prices have risen and the summer 
breakdown in retail prices has been 
avoided. There is now a profit in the 
refining of oil, and consequently the 
danger that the refiners may over- 
do it this winter, to the detriment 
of next year’s profits. There is also the 
danger that crude oil prices may be 
raised this winter. If this comes too 
soon, it will precipitate trouble next 
summer, but if it can be delayed long 
enough to prevent a great accumulation 
of gasoline stocks over winter, then the 
coming year should be more profitable 
for the oils than the year just closing. 


Which Oils Should Be Bought? 


In view of this prospect, which 
oils should be bought this winter for in- 
vestment? The answer might well be, 
“any of them which are competently 
managed and do not practice deceptive 
bookkeeping.” But perhaps we can do 
better than that by making some com- 
parisons between what the companies 
had in 1929 as opposed to what they 
have now. 

Since 1929, the Standard of New 
Jersey has increased its gross fixed as- 


things are obtained 
below their value. 
Rates of depreciation and depletion have 
not been lowered to achieve this result. 

Standard Oil bookkeeping is con 
servative. The final proof appears in 
the 1934 report. The company has 
finally introduced an outside audit of 
its accounts, and is changing the system 
enough to make it conform to the stand: 
ard forms agreed to by the American 
Petroleum Institute. Normally this sys 
tem applied to an oil company will de 
crease the reported earnings, and 1 
therefore not liked by some companies. 
In the case of Jersey, the changed ac 
counting will increase the net reported 
earnings by several millions of dollars 
per year. This is in line with the 
change in depreciation which Humble 
had to make in 1931 to suit the income 
tax bureau. They had to decrease the 
amounts they were charging off. It 
makes one wonder what the limit of 
conservatism would look like if we could 
see some of the foreign subsidiaries like 
Imperial, or International, or Creole, or 
Standard-Vacuum. This sort of book 
keeping is the greatest safeguard to the 
investor. 

Examination of the property acquired 
shows that the Jersey company has 
vastly increased its crude oil resources. 
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Through the purchase of the 
Pan-American foreign, it ob- 
tained the cream of the La 
Rosa-Lagunillas field in Vene- 
zela. By drilling, it has 
opened two other major fields 
in the same country. Through 
Humble Oil it has increased 
the strength of its position in 
regard to the reserves of Texas. 
The new reserves acquired can- 
not be estimated at less than a 
billion barrels and may be two 
or three times that amount. 
In order to convert this into 








Investment 

Recent 

Price Dividend 
Standard Olt of NW. J.........55.5. 48 1.00* 
Standard Oil Cal........ sauce 37 1.00 
Standard Oil Ind............... 31 1.00 
Humble Oil and Refining. ...... 60 1.00 
Creole Petroleum.............. 20 -207 
ROUNNNE SatenscekG saw euccceeets 13 .30 
MINNIS 5 itis ca siete y seesaw 71 1.00* 
PEE ec wai crcot wes rigtinsees 16 Salers 
Atlantic Refining............... 27 1.00 
PERS a5 Serica ssc cease oars 78 2.00 


* Plus extras. 


Companies Favored for Oil 


t Declared Dec. 27, ’35. 


proportion to its other abilities. 
This may be changed in the fu- 
ture if it proves to be true that 
the recent rise in Pure Oil is 
based on buying by Sun interests. 
The two properties might work 
| well together to the advantage 
of both companies. Pure Oil 
has a large reserve in the Van 
pool of Texas and elsewhere. 
There is likely to be unsettle- 
ment of conditions in Vene- 
zuela due to the death of Presi- 
dent Gomez. The oil compan- 
ies have been very fair in their 
dealings with Venezuela and 
that country has _ profited 
largely from the oil industry. 








prospective earnings, we may | 
assume that during 1934, Jer- 
sey made no money from = 
purchased crude oil or from 

refining and marketing. This is a rough 
approximation of the truth. Company 
production was 179,336,119 barrels 
of crude oil and the reported net profits 
$45,618,000. This would be about 25 
cents per barrel of the company’s own 
production. Applying this rate to the 
increase in reserves during the depres- 
sion, we see that potential earnings of 
at least $10 per common share have 
been created during the depression. 
Should it prove true that oil supply de- 
mands higher prices, the 25 cents could 
easily change to 75 cents per barrel and 
the potential earnings to $30 per share. 
This is not income as yet in any sense 
of the word, nor is it the unearned in- 
crement; but it is an interesting poten- 
tiality. It is the natural result of only 
having company directors who work 
full time for the company, which was 
one of Rockefeller’s best ideas. In that 
way the company is managed by men 
who actually know more about the oil 
business than they do about the stock 
market. 

Standard of Cali- 
fornia since 1929 has 
raised its gross fixed 
assets by $1.94 per 
share and lowered 
its net fixed assets 
$2.85 per share. At 
the same time it has 
proved a large new oil 
feld on Bahrein Island 
in the Persian Gulf. 
The oil marketers of 
the world will allow 
this field to produce 
at the rate of about 
20,000 barrels per 
day. This should 
mean some 25 cents 
per share additional 
net income. Stand- 
ard of California also 
benefits from the tar- 
if on oil. The tariff 
makes it just that Gendreau Photo 


for JANUARY 4, 1936 


i AN Babe 


much easier to move California fuel oil 
to the East Coast. Under the tariff, 
stocks of fuel oil in California have 
been reduced from 86,000,000 to 
58,500,000 barrels. Thus the unwieldy 
storage position of the California in- 
dustry is being removed, and Standard 
will be one of the companies to benefit 
most. 

As East Texas becomes less import- 
ant in the production figures, the earn- 
ings of Ohio Oil should rise. This com- 
pany has large reserves and large poten- 
tial production which it cannot use at 
present. Its total allowable is too small. 
Its position is like that of a depositor in 
a closed bank which is going to re-open 
and pay 120% on all deposits. The 
reserves are large and have been esti- 
mated at more than three hundred mil- 
lions of barrels. The only question is just 
how soon conditions will allow its earn- 
ing statements to be more attractive. 

As most drivers will realize, Sun Oil 
is an excellent marketing company. Its 
fault may be the lack of reserves in 
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It is out of debt and still on the 
gold standard. Whatever happens pol- 
tically, it is unlikely that there will be 
any open break with the oil industry 
as a result. On this basis Creole Petrol- 
eum can be highly recommended espe- 
cially should it weaken during the pres- 
ent period of uncertainy. 

As we get further from the oil code 
and the industry becomes more nor- 
mal, the price of crude oil will again be 
allowed to move according to natural 
law. When this takes place and the 
prices of oil and its products are al- 
lowed to find their natural relationships, 
it will be advantageous to have one or 
more of the refining and marketing com- 
panies. In that case close attention 
should be given to both Standard of In- 
diana and Atlantic Refining. The 
Standard of Indiana took a capital 
writedown during the depression, but 
this was not the usual bookkeeping 
operation since it took account of the 
sale of Pan-American and is represented 
in the liquid rather than in the fixed 
Atlantic Refining has increased 
its gross fixed assets by 
$14.40 per share and 
its net fixed assets by 
$4.70 per share. This 
added property is 
largely in additional 
crude oil resources. 

In considering 
many of ‘the oil 
companies one should 
be careful to see that 
there is not a break in 
the continuity of ac- 
counting methods. 
We fully approve of 
the capital writedown 
and would like to see 
all companies bring 
their book values 
down to actual values, 
but this does change 
the reported net earn- 

(Please turn to 
page 354) 


assets. 
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Pre-Christmas Retail Trade 


Although retail trade in December 
for the country as a whole will prob- 
ably prove to have run in the neigh- 
borhood of 10% better than last year 
it was, in the first place, spotty, accord- 
ing to different territories and, in the 
second, was peculiar for the manner in 
which the period directly before Christ- 
mas failed to fulfill the promise of 
earlier weeks. The spottyness, of course, 
is understandable, for there has been 
great variation in the degree of business 
recovery in different parts of the coun- 
try. Detroit, for example, is a district 
reporting star performance, while New 
York reported but slight progress only. 
In some respects, however, it was 
strange that people seem to have done 
their shopping earlier than usual; they 
bought at near record rates during the 
first part of December and then, in- 
stead of a grand rush just before Christ- 
mas, they quieted down. Knowing that 
most retailers are still experiencing a 
certain amount of trouble with their 
profit margins, the slackening in Christ- 
mas buying perhaps affords the reason 
for the weakness in some of the mer- 
chandizing stocks. 


* * a 


Watch where you are when you buy 
warehouse receipts for whiskey said the 
Council for State Governments in Chi- 
cago not long ago. In some states they 
are considered securities and come under 
“blue sky” laws; in others, the buyer 
violates the state liquor law; while in 
yet others he cannot get delivery of the 
liquor when he wants it, owing to its 
having to remain in a bonded ware- 
house for four years. 


* * * 


December declines in some of the 
“blue chip” issues eliminated much of 
the speculative “froth,” and thus re- 
stored them to more attractive levels 
from which to discount expected 1936 
improvement in earnings. 


* * * 


Outlook Good for Office 
Equipments 


The year before us looks like another 
good one for the manufacturers of office 
equipment. Becoming effective, the So- 
cial Security Act alone with all that 
it will require in the way of forms and 
tabulation is expected to aid materially 
ir increasing the demand for office ap- 
pliances of all sorts. Foreign business, 
which for this industry is an important 
factor, should be better because of the 
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For Profit 
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CHRISTMAS SHOPPERS 
Holidays and Cold Weather Combine to Boom Retail Trade 


recently negotiated trade treaties with 
foreign nations and a further improve- 
ment in general business abroad. Inter- 
national Business Machines, Under- 
wood-Elliott-Fisher, Burroughs Adding 
Machine and National Cash Regis‘er 


are the principal companies in this field. 


% * 


A Stake in the Armament Race 


The whole world is increasing arma- 
ments and the United States is no ex- 
ception. The fleet is being brought to 
“treaty” strength; the army and air 
forces are being expanded. There is no 
company more directly interested in 
these activities than the Sperry Corp., 
for its output includes gyro-compasses, 
gyro stabilizers, anti-aircraft guns, 
searchlights and floodlights, various in- 
struments for airplanes and gun-control 
apparatus. A deal of this business is 
done on an international scale, for 
many of the company’s patents are 
recognized as basic by the principal 
industrial nations. In addition to its 
own business, Sperry holds important 
quantities of the Class “A” and com- 
mon stocks of the Curtiss‘Wright Corp. 
Although the company’s earnings of 41 
cents a share for the first six months of 
this year were somewhat below the 45 
cents a share reported for the corre- 


sponding previous period, this is no 
indication that its business is not about 
to pick up very materially. Finances 
are quite comfortable. 

* * * 


Incidentally, while still on the sub 
ject of armaments, the $9,000,000 order 
which the War Department has just 
awarded the Douglas Aircraft Co. and 
the Boeing Co. certainly touched of 
the airplane stocks and rushed thes 
two, together with Sperry and others, 
into new high ground. It is believed 
that other big orders will not be long 
ii materializing. 


Automobiles and Bathtubs 


Briggs Manufacturing, having et 
joyed an exceedingly profitable year in 
the automobile body division, looks for 
ward to another equally good or better. 
The company, however, is hoping that 
it will have to depend less for its pro’ 
fits on the automobile and that its com’ 
paratively new plumbing and bath-room 
fixture division will participate to the 
full in the expected upturn in build 
ing. The latter has been doing better 
recently and there would seem to be 
no valid reason why the company’ 


hopes should not be fulfilled. As 4 
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SPERRY’S BUSINESS Booms 


Blowing Away Sperry’s 


speculation, the stock has interesting 
possibilities. Nor is the yield of nearly 
4% on the basis of the regular $2 divi- 
dend alone to be despised in this period 
of low return on invested capital. 


The “Heavy” Steels 


The steel shares could easily play a 
more prominent part in the 1936 mar- 
ket, especially such issues as U. S. 
Steel and Bethlehem. Up to the present 
time they have been followers rather 
than leaders, something that is entirely 
in accordance with past experience. 
Revival in the heavy industries, which 
seems to be a logical expectation, would 
find its fullest expression in the steel 
stocks. In this connection it is inter- 
esting to quote from the statement by 
S. Parker Gilbert, a Morgan partner, 
with reference to the “gradual reopen- 
ing of the capital markets, the improve- 
ment in the mortgage situation, with 
consequent better hopes for the revival 
of building, and the prevailing low cost 
of money for refunding purposes and 
even for new enterprises.” 

* * * 


Assuming that the November peak 
in the market constituted the end of 
the first active phase of the rise, and 
that another broad forward movement 
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Aircraft Products with Sperry Anti-Aircraft Guns 


is in the making, many new leaders will 
in all probability break into the specu- 
lative limelight. This, at any rate, has 
been the experience of other recovery 
periods; and the present one is not 
likely to be an exception. For this rea- 
sen December quarter statements will 
bear close watching for clues to revived 
earning power on the part of companies 
that are only now commencing to hit 
their full stride. 


Earnings for 1935 of most of the 
cigarette companies will not be espe- 
cially good, due largely to the process- 
ing taxes. But inasmuch as these taxes 
were reduced last October, the trade 
looks for better results in 1936. 


* aA * 


Wall Street during the first few 
weeks of January will be looking to 
Washington for a lead, meanwhile ear- 
nestly hoping that Mencken’s “palpa- 
ble jackasses” will return to Congress 
in a chastened mood and with their 
bray tuned to a minor key; and that 
the Administration will shape its finan- 
cial and punitive policies (looking ahead 
to the election) so as to permit a con- 
tinuation of the “breathing spell.” The 
financial community entertains no illu- 
sions as to the intellectual or moral 


qualities of politicians, yet it can’t help 
feeling that mere political cunning will 
suggest the advisability of permitting 
the revival in business to continue. 


oe & 


Detroit regards Chrysler, General 
Motors and Collins & Aikman as 
among the more attractive issues for 
1936, with Hudson Motors a strong 
possibility for major honors. Chrysler 
earnings for the full year are estimated 
at approximately $7 a share. The Gen- 
eral Motors statement for the Decem- 
ber quarter is expected to be better than 
early estimates. 


* 


The phrase “January investment de- 
mand” is still employed, but it means 
less than it did in the days before the 
individual had to figure out his back- 
breaking March 15 tribute to the in- 
ternal revenue collector. 


* Ox 


The revival in the automobile indus- 
dustry has, among other things, put 
Pere Marquette back on a profitable 
basis. Earnings for the common for 
1935, allowing for preferred dividends, 
are estimated at approximately $1 a 
share. 


The volume of foreign business in 
stocks during December was consider- 
ably below that of preceding months. 
Brokers in close touch with the situa- 
tion in London, Paris and Amsterdam 
believe, however, that this will prove 
to have been only a temporary lull; and 
that Europe, barring unexpected poli- 
tical upheaval, will shortly resume its 
activity here on the constructive side 
of the market. 


* * 


Interests who have been very correct 
on Radio preferred B the past year, 
believe that around 90 most of the 
speculative cream is off the stock. 


Students of railroad securities believe 
there are still many excellent speculative 
opportunities among the bonds of the 
Southwestern and Northwestern roads, 
especially where the priority indebted- 
ness is light. 


Carborundum manufacturers, whose 
business is quite sensitive to the rise and 
fall of industrial operations, have 
doubled their working forces. 
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PACKARD MOTOR CAR CO. 





On the Way Back to Profits 


Entrance Into Lower-Priced Field 


Signalizes Return of Earning Power 


AKING expensive 
automobiles, the Pack- 
ard Motor Car Co. 
got its full share of the depres- 
sion and when the turn came 
in 1933 found itself in the un- 
enviable position of sharing 
but modestly in the recovery. 

So in 1934, while the “Big 
Three” of the industry were 
selling low price cars like hot 
cakes and making money, 
Packard spent money to the 
tune of millions in a thorough 
and determined effort to cor- 
rect the basic weakness of its 
position; namely, its concentra- 
tion in the limited high price 
market. 

Specifically, it reached down 
into a broader market by intro- 
ducing the Packard “120” car 
in the $1,000 price class. This 
innovation in Packard policy 
met with prompt success. Sales 
for the first nine months of 
1935 shot up to 31,987 cars, 
as compared with only 4,548 
in the corresponding period of 
1934. By December 1, retail deliveries 
totalled 39,875 cars, the November unit 
production having exceeded any pre- 
vious November in the company’s his- 
tory by 52%. Of this total of 39,875 
cars, 33,823 represented the smaller 
Packard. 

Production for the year will approach 
50,000 cars. The smaller Packard hav- 
ing been introduced only last March, 
the company believes it will find a mar- 
ket for at least 70,000 units in 1936. 


Profits to Return 


As a result, the second quarter of 
1935 saw the company recover a re- 
spectable profit margin for the first time 
since 1930, earnings for that quarter 
amounting to $1,500,622 and being 
followed by a profit of $486,413 in the 
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Part of Packard’s 65-Acre Factory 


third quarter, although the nine months’ 
figure was reduced to $776,873 by a 
loss of $1,210,162 in the first quarter 
before the revenues from the “120” 
Packard began to flow in. 

It is now reported, though not ofli- 
cially confirmed, that Packard—con- 
vinced of the wisdom of diversification 
—will still further broaden its line by 
introduction of a new moderate price 
“six” next spring, bringing it into com- 
petition with such popular cars as Pon- 
tiac and Dodge. 

To the question, “Can Packard make 
a come-back?,” the answer is that Pack- 
ard has already made one—but so have 
various other of the so-called inde- 
pendent manufacturers who have scen 
their former markets engulfed in recent 
years by General Motors, Chrysler and 
Ford cars. The bigger question is: 


“How much will that come- 
back amount to?” As to this, 
the answer is clouded in nu- 
merous uncertainties. 

It need hardly be said that 
in moderate price cars Packard, 
meeting intensive competition 
on all sides, will enjoy no such 
margin of profit per car as it 
made on its fine cars in former 
prosperous years, such, for 
example, as 1929, when the 
company sold in excess of 44, 
000 cars, had gross revenues 
of more than $107,000,000 
and carried more than $25,- 
000,000 of this to net profit. 

Therefore, Packard's recov: 
ery of an earning power any- 
where near that of 1929 will 
depend on two things: first, 
substantial recovery in demand 
for fine cars; second, a consid- 
erably bigger volume of sales 
of moderate price units than 
was attained last year or seems 
likely to be attained this year. 

As to the first possibility, it 
may be noted as a basis for 
discussion that in its last annual report 
the company made the following ob- 
servation: 

“The popularity of fine cars is prob- 
ably as great as ever. Certainly, they 
are very wonderful vehicles, but fewer 
people feel that they can afford to buy 
them in these times. It still seems as true 
as it ever did, that with the return of real 
prosperity the sales of high priced cars 
will benefit correspondingly.” 


Will Fine Cars Come Back? 


Whether this point of view is strictly 
realistic is open to some doubt. There 
is, of course, not the slightest question 
but that a return to a period of sustained 
prosperity would produce a notable per- 
centage gain in demand for fine cars, 
but whether such cars will recapture 
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their relative trade position of 1928 and 
1929 is by no means certain. This is 
not entirely a matter of public purchas- 
ing power, however important that 
factor will always be. 

The fact is that since 1929 the rela- 
tive values of low price and moderate 
price cars—in point of performance, 
beauty and convenience—have been 
greatly increased. T e owner of even 
a low price car today will usually feel 
a pride of ownership in it and will not 
be abashed when he pulls up at a red 
light alongside a sixteen-cylinder fash- 
ion plate on wheels. 


A Field for the “120” 


Now it may be that the diminished 
appeal of the fine cars is in some de- 
gree a depression phenomenon, reflect- 
ing a great deflation both of purchasing 
power and of the human ego. Possibly 
that ego will some day again crave the 
exclusive as prosperity inflates it. Cer- 
tainly it will to some extent—but we 
are dealing with the conjectural here, 
and against it is the tangible, practical 
fact that in engineering progress the 
low and moderate price cars in recent 
years have closed a very large part of 
the performance-appearance gap that 
previously existed between them and 
the fine cars. 

In short, technical and engineering 
changes, as well as changes in public 
purchasing power, have played a big 
part in the shift of automotive demand 
to lower price vehi- 
cles. This is tacitly 
conceded in Packard's 
venture below the fine 
car class, in Cadillac’s 
presentation of a 
smaller car in the 
$1,500 class and in 
Ford’s introduction of 
the Lincoln - Zephyr 
in the $1,200 class. 

The latter car, inci- 
dentally, offers addi- 
tional competition to 
the Packard “120” in 
an already highly 
competitive price 
class. ‘Tis said that 
competition is the life 
of trade. Perhaps it 
is. Certainly one can 
easily exaggerate the 
threat that trade com- 
petition seems to hold 
for a given automo- 
bile manufacturer at a 
given time. It would be very impor- 
tant if the demand for automobiles 
were limited to a fixed number of 
vehicles per year, but such, of course, 
is not the case. Demand has recov- 
ered rapidly from the 1932 low and 
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probably will approach 4,500,000 cars 
this year. This means there is more 
business for all, so that one com- 
pany’s gains need not be by any 
means at the expense of a competi- 
tor’s loss. 

In the case of Packard the “120” has 
already enabled it to recover a larger 
percentage of the aggregate market 
than it had in its expensive line, and this 
percentage possibly may be increased 
by the forthcoming “six”; but it is 
equally important that demand for all 
cars is increasing for, even with a fixed 
percentage of the total, this would en- 
large Packard's sales. 

The name Packard, with its connota- 
tion of quality, is still a valuable good 
will asset; and with respect to manage- 
ment, working capital, plant facilities 
and distributing agencies the enterprise 
is a strong one. 

Thanks to earnings conserved from 
the prosperous years and to an absence 
of funded debt common to most large 
motor concerns, Packard was well heeled 
when the depression swept over it. At 
the close of 1929 working capital 
amounted to $24,875,817, including 
$17,910,000 in cash items. Sensing the 
tide in 1930, in which year it earned 
about $9,000,000, the company built 
up cash items above $18,500,000, in- 
creased reserves and decreased inven- 
tories, accounts receivable and, on the 
liability side, greatly decreased ac- 
counts payable. 

Losses of the four years 1931-1934, 





Shaping Molds in the Foundry 


allowing for a nominal profit in 1933, 
amounted to approximately $17,000,- 
000, including the record-breaking loss 
ct $7,290,000 in 1934 incident to whole- 
sale revamping of plant facilities and 
introduction of the Packard “120.” Yet 








the balance sheet, as of last September 
30, showed working capital of $15,326,- 
516, including cash items of $9,521,- 
000; and ratio of current assets to cur- 
rent liabilities was nearly 4 to 1, against 
less than 3 to 1 in 1929. 

Due to the large loss in 1934, reflect- 
ing the expansion program, surplus was 
reduced during the year from $8,904,- 
685 to $1,614,135, but a $10,000,000 
reduction in stated capital authorized 
by the stockholders restored surplus ac- 
count to $12,391,000, as of last Septem- 
ber 30. This amount, it happens, had 
some years ago been transferred from 
surplus to capital. 


Expansion Program 


Packard’s large expansion program 
did not involve new building, but did 
involve complete overhauling and re- 
tooling of its established mile-long plant 
and a rearranging of facilities for more 
efficient utilization of available space 
and greatly enlarged producing capacity. 
The program also included addition to 
the Packard roster of a number of engi- 
neers and executives with long experi- 
ence in the moderate price automobile 
field, as well as a large expansion of the 
dealer organization, which, indeed, has 
been more than doubled within the past 
year. 

Packard more completely builds its 
cars, including chassis and body, within 
its own plant, according to President 
Alvan Macauley, a veteran of the in- 
dustry, than is done 
in any other single 
plant in the industry, 
owning its own foun- 
dries, wood working 
mills, steel heat treat- 
ing plants, tool and 
die shops, stamping 
mills, etc. In twenty- 
eight leading cities of 
the country and in 
London it owns prop- 
erty used for distrib- 
uting agencies. 

Bearing important- 
ly upon the com- 
pany’s profits, sales of 
its high price line in- 
creased approximate 
ly 15% in 1935, as 
compared with 1934. 
The company has 
more than held its 
place in the market 
for cars above $2,000, 
now claiming about 
45% of this market, as compared with 
38% a year ago. 

The company’s capitalization con- 
sists simply of 15,000,000 shares of no- 
par value common stock. It need hard- 

(Please turn to page 358) 


331 


Stocks With Major Earnings 


earning power of common stocks 

may or may not be an important 
factor—depending upon the makeup of 
a company’s capital structure. In the 
case of a company with only a single 
class of stock comprising the entire capi- 
talization, leverage is practically non- 
existant. On the other hand, when 
substantial amounts of bonds and pre- 
ferred stock are outstanding, the lever- 
age factor is present to a very definite 
degree. In such instances where in- 
terest charges and dividend require- 
ments on the preferred shares have a 
prior claim on earnings ahead of the 
common stock, unusually wide fluctua- 
tions in common stock earnings are the 
rule rather than the exception. When 
times are good, the leverage factor 
strongly favors common stockholders. 
As earnings rise beyond the point sufh- 
.cient to cover all charges and preferred 
dividends, income available for the com- 
mon stock, in terms of per share results, 
increases rapidly—and actually shows 
a greater percentage of gain than gross 
income. Thus, the functioning of the 
leverage factor in a period of general 
business revival such as is now being 
experienced could have the effect of 
transforming perhaps a relatively small 
gain in gross into marked increase in 
common stock earnings. 


| EVERAGE, as it applies to the 


Business Trend Favors 


Conversely, in a period of business 
recession, capital leverage places the 
common stockholder at a decided dis- 
advantage, ie., a small decline in gross 
would result in a relatively greater 
drop in common stock earnings. For- 
tunately, however, this possibility is 
materially alleviated by the definite 
prospect of continued recovery in gen- 
eral business at this time. 

Common stock earnings in the pres- 
ent circumstances are subject also to 
another favorable leverage factor, which 
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Ahead 


Leverage in Capital Structure or 


in Plant Favor Profit Increases 


By STaNLEY Devin 


might be termed plant leverage as dis- 
tinguished from capital leverage. Plant 
leverage may be said to be present in 
practically all of our largest industrial 
corporations, notwithstanding their par- 
ticular capital set-up. Very few com- 
panies, which have any valid claim to 
industrial size and prestige, have been 
able to utilize fully the capacity of their 
plant facilities in recent years. Idle 
plants, however, are an expensive drain 
on income. Interest, depreciation, main- 
tenance, and other charges must be 
met even though not a single wheel 
may turn or one item be produced in a 
plant. The unfavorable implications of 
this condition from the standpoint of 
common stockholders are obvious. 

With the upturn in business during 
the past year many companies have 
been favored to a point resulting in a 
marked reduction in the number of 
idle plants. For a company to ade- 
quately support its plant capacity and 
capitalization a certain minimum vol- 
ume of gross business is required. Above 
that minimum, familiarly known as the 
“pay point” any gain in sales volume 
converts a deficit into a profit, and still 
further gains in volume, even though 
moderate in percentage, converts a 
small profit into a large one. During 
the late depression years the forces of 
necessity have compelled many com- 
panies to seek and adopt the most efhi- 
cient operating and producing methods. 
As a result it may be soncluded safely 
that most companies today are able to 
show a profit on a smaller gross vol- 
ume than formerly. This contention is 
fully confirmed by a comparison of late 
sales and earnings reports. 


Passing the “Pay Point” 


The operations of many companies 
are now in excess of the pay point. 
There are others, however, which are 
still reporting deficits or common stock 
earnings are small, but which would re- 


quire no considerable improvement in 
gross to produce a pronounced upturn 
in equity earning power. The investor 
therefore would do well to bear in 
mind that a cursory examination of 
earnings reports might overlook the 
potentialities present in an important 
leverage factor—either plant or capi- 
tal leverage, or both. 

In the companies herein discussed, 
capital leverage is present in each in- 
stance. In several, moreover, plant 
leverage is also a factor. Granted that 
any choice of common stocks made on 
the basis of leverage is a speculative 
undertaking, in this instance, however, 
leverage has not been made the sole 
basis for selection but is supported in 
important measure by other factors sub- 
ject to favorable interpretation. 


Anaconda Copper Mining Co. 


The Anaconda Copper Mining Co 
is the largest single factor in the copper 
industry today. Moreover, the com: 
pany, in addition to producing other 
nonferrous metals in substantial quan- 
tities, is also rated as the world’s larg: 
est manufacturer of copper products. 
It is easily one of the industrial giants 
of the world, a fact, however, which 
made the company none the less vul- 
nerable to the almost completely dis 
rupted condition in which the copper 
industry found itself at the bottom of 
the depression. From a high of 22 
cents a pound in 1929, the price ot cop: 
per collapsed in 1930 and did not stop 
until a new all time low of 4 cents a 
pound had been reached in 1932 
Meanwhile, surplus stocks of copper 
above ground mounted to staggering 
heights, exerting a constant pressure of 
the price structure. Naturally, this 
greatly weakened statistical position of 
the industry had marked repercussions 
in the earnings of Anaconda. 

After reporting net income of more 
than $69,000,000 in 1929, the com 
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pany’s earnings dropped to $18,362,275 
in 1930 and in the three following years 
losses aggregated about $27,000,000. 
The company was compelled to borrow 
heavily from the banks and notes pay- 
able at their peak in 1932 totalled $70,- 
500,000. In the final analysis, however, 
the real test of a company’s strength 
lies not in its ability to avoid losses but 
to survive in spite of them. That Ana- 
conda has survived and is definitely on 
the road toward recovery, there is evi- 
dence aplenty. 

Of course, the principal feature of 
the company’s improved outlook is the 
statistical position of copper. Under 
the production curtailment plan gen- 
erally pursued by the copper industry 
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during 1935, stocks on hand, particu- 
larly in the United States have been 
substantially reduced and it is esti- 
mated that the present supply amounts 
to no more than three, or possibly four, 
months requirements at the recent rate 
of consumption. The industry has been 
aided in cutting down excessive stocks 
not only by restricted production but 
increased consumption as well. More- 
over, the fact many of the domestic 
producers require higher prices before 
it is profitable for them to mine copper 
has been helpful in restraining output. 
As this is written domestic copper prices 
are around 9!4 cents a pound while 
copper abroad is quoted at 8.7 cents. 

Anaconda’s principal producing pro- 
perties are located in the United States, 
South America and Mexico, with the 
output of the two latter accounting for 
the greater portion of production in 
recent years. Although the domestic 
tariff of 4 cents a pound deprives the 
company’s foreign properties of sales 
in the United States, they have been 
particularly benefited by the heavy de’ 
mand abroad for armament purposes, 
etc. Foreign demand has recently 
reached a new all-time high. The un- 
usually high grade ore mined in Ana- 
conda’s foreign properties enables the 
company to produce copper at an aver- 
age of about 6 cents a pound for all 
its properties, and including all cost 
items and depreciation. Operations at 
the present time are, therefore, defi- 
nitely beyond the pay point. 

In the first nine months of 1935, 
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Anaconda reported net income of $7,- 
856,153, or the equivalent of 90 cents 
a share on the 8,674,340 shares of 
capital stock. No comparison with 
1934 is available, but for the full year 
the net available for the shares will be 
at least $1 more than in 1934, when 
earnings were equal to 22 cents a share. 
In addition to vastly better earnings, 
there has been noteworthy improvement 
in the company’s finances. The sale of 
$55,000,000 444% debentures due 
1960 several months ago enabled the 
company to retire bank loans of an 
equal amount. Including subsidiary in- 
debtedness, total funded debt now 
amounts to $83,381,000, while current 
assets of about $75,000,000, according 
to late reports, compare with only 
$8,000,000 in current liabilities. 

There is nothing in the 1936 pros- 
pect to suggest any serious reversal in 
the upward trend of copper sales now 
in evidence. Armament building is 
likely to continue active throughout the 
world, while domestically a sizable 
home building revival should greatly en- 
large the demand for copper. Thus 
there is every possibility that the lev- 
erage factor present in the shares of 
Anaconda will continue to favor per- 
share earnings with their attendant 
speculative impetus marketwise. There 
is also a good possibility that dividends 
will be resumed during the coming year. 
At 28, the shares do not evaluate these 
possibilities excessively. 


McKesson & Robbins, Inc. 


The depression caught McKesson & 
Robbins with an unseasoned capitaliza- 
tion and the company fell heir to all of 
the problems and difficulties with which 
most of the boom-time consolidations 
have been wrestling during recent years. 
Preferred dividends were omitted in 
1932 and at one time the company’s 
5Y4% debentures sold below 25. Since 
those dark days, however, there has 
been an encouraging recuperation of 
earnings and a recent capital adjust- 
ment plan paved the way for the re- 
sumption of preferred dividends. The 
debentures are currently selling above 
par. 

McKesson & Robbins is both a manu- 
facturer and wholesaler of drug prod- 
ucts, medicinals, home remedies and 
other types of merchandise found in 
the corner drug store. Since Repeal 
the company has engaged in the whole- 
sale liquor business. The company num- 
bers among its customers more than 
30,000 retail druggists, which it aids 
through various promotion and mer- 
chandising plans. Of the company’s 
normal sales volume, however, about 
5% is accounted for by its own manu- 


/ 


factured products, while nationally ad- 


vertised brands of other manufacturers 
account for around 50%. Liquor sales 
in 1934 represented about 14% of the 
total. 

Dealing directly with the independ- 
ent druggist, McKesson & Robbins was 
a heavy sufferer from the extensive 


financial casualties which occurred 
among this group. In 1933, the com- 
pany wrote off $4,000,000 for advances 
to customers and miscellaneous invest- 
ments. Notwithstanding, this financial 
drain serious difficulties were avoided 
By 1933, the company had liquidated 
a large bank debt and has been grad- 
ually whittling down funded debt. In 
1932, a reappraisal of assets resulted 
in an important savings in depreciation 
charges. Recently another important 
financial undertaking was completed. 
Holders of the company’s old 7%, 
$50 par, preference stock, on which 
back dividends totalled $14, were re 
cently offered 1% shares of new $3 
preference shares, plus one-half shares 
of common stock and 50 cents in cash 
As a result of this plan the amount ot 
preference shares outstanding has been 
increased from 426,465 to 523,000, 
while the common has been increased 
from 1,069,783 to 1,282,983 shares. 
The increase in preference dividends 
will be less than $110,000 annually. 1: 
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connection with the plan, however, 1t 
was intimated officially that additiona! 
amounts of preference stock might later 
be issued for the purpose of retiring 
debentures, now outstanding in the 
amount of $17,751,000. 

Since 1932, when the company re 
ported a loss of some $900,000, earn- 
ings have been on the upgrade. Net 
profit in 1933 amounted to $304,249, 
while in 1934, reflecting a gain of 
about $20,500,000 in sales, due prin 
cipally to liquor sales, net profit rose 
to $1,720,260. This latter amount 
would have been equal to 13 cents a 
share for the common stock, after allow- 
ance for dividends on the old prefer- 
ence shares. In the first nine months 
of 1935, net of $1,417,383 comparec 
with $1,237,576 in the same period ot 
1934. With the advantage of the sea- 
sonally heavy liquor sales in the fina! 
quarter, profits for the full year may 
be as much as one-third higher than 1n 
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1934, depending upon the extent of 
year-end adjustments. If such proves 
to be the case, the earnings on the addi- 
tional common stock now outstanding 
would be upwards of 55 cents a share, 
allowing for a full year’s dividend on 
the new preference shares. Thus the po- 
tency of the leverage factor is graphical- 
ty illustrated. With a probable increase 
of around 6% in sales, net rises one- 
third, resulting in an increase of more 
than 400% in per-share earnings. As- 
suming the company’s ability to enlarge 
further upon its present volume of sales, 
the speculative possibilities attaching to 
the common shares are apparent. Of 
further interest is the possibility that 
the company may be able to widen its 
profit margin, which in 1934 was less 
than 2%, sub-normal by comparison 
with other companies in McKesson & 
Robbins’ field. 


General Cable Corp. 


The activities of General Cable 
Corp., embrace the manufacture of a 
thoroughly diversified line of copper 
wire and cable, as well as bronze and 
brass wire, aluminum wire, copper rods 
and copper sheeting. The principal de- 
mand for these products emanates, of 
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course, from the power and light in- 
dustry and, telephone and telegraph 
companies, while such other outlets as 
the automotive, building, electrical 
equipment and railway equipment in- 
dustries combine to provide a broad 
market in normal times. The expansion 
in the scope of the company’s business 
was accelerated sharply just prior to 
the depression, with the result that 
operations during the past five years 
have suffered from a double-barreled 
handicap—the almost complete cessa- 
tion of new public utility construction 
and capital goods purchases and the 
burden of supporting a considerable 
excess of plant capacity. 

Since 1929, the company has shown 
1 deficit, after interest charges and de- 
preciation in each of the subsequent 
years, the aggregate losses to the end 
of 1934 totalling nearly $15,000,000. 
Losses, however, have been progres- 
sively less since 1931, when a deficit of 
more than $5,200,000 was reported and 
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for last year it is probable that the loss 
was less than $100,000. Despite these 
continuous losses, financial position of 
the company is wholly sound. All bank 
loans were paid off in 1934 and at the 
end of the latter year cash items alone 
were in excess of current liabilities, 
while net working capital amounted to 
more than $7,000,000. Funded debt 
has been reduced and at the present 
time is probably less than $12,500,000. 

In addition to the funded debt, capi- 
talization includes 150,000 shares of 
7% preferred stock, on which back 
dividends of $35 a share have accrued, 
368,903 shares of class A stock and 
547,430 shares of common stock. The 
latter has paid no dividends since issu- 
ance, while the A shares have not paid 
anything since June, 1930. It is quite 
apparent that all classes of stock are 
speculative, the common stock, in fact, 
being pretty much of a gamble. Both 
the class A shares and common, how- 
ever are not without speculative possi- 
bilities for the longer term, based on the 
substantially improved outlook for the 
company’s operations in 1936. 

First, and most important, is the 
possibility that the coming year may 
witness a considerable revival in public 
utility construction. Power consump- 
tion has been making new high records 
and in the closing weeks of 1935, 
weekly output exceeded two billion 
kilowatts, for the first time in the in- 
dustry’s history. Public utility officials 
have repeatedly stressed their belief 
that the industry would purchase vast 
quantities of new materials and equip- 
ment, were it not for political inter- 
ference and threatening legislation. It 
is more than likely, however, that the 
peak of political agitation for rate re- 
ductions and regulation has been passed 
and the unconstitutionality of the Pub- 
lic Utility Act of 1935 is practically a 
foregone conclusion. These are factors 
which may lead the utility companies 
to display greater confidence in mapping 
their current construction and main- 
tenance programs. This event, coupled 
with a materially enlarged volume of 
home construction and sustained ac- 
tivity in the automobile industry, should 
find prompt reflection in the operations 
of General Cable. At least, the possi- 
bility is sufficiently promising to war- 
rant consideration of the speculative 
merits of the company’s class A and 
common shares, quoted at 17 and 5 
respectively. 


Youngstown Sheet & Tube Co. 


During the past two years, Youngs- 
town Sheet & Tube has been pursuing 
a program of construction, resulting in 
an important increase in producing ca- 
pacity and diversification. As a result, 


the company is no longer heavily de- 
pendent upon a single line of steel prod- 
ucts. The company continues to rank 
as the second largest maker of pipe 
and tubular products but increased fa- 
cilities for the manufacture of lighter 
forms of steel, for which there has 
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been sustained demand, have already 
made important contributions to earn: 
ings and promise to make the company 
one of the leading competitors in this 
field. 

Youngstown is a completely inte- 
grated seel company, rated as the fifth 
largest in the United States. Whatever 
disadvantage may result from the con- 
centration of the company’s plants in 
the Youngstown area appears to have 
been slight for earnings for the six-year 
period ended with 1930 averaged about 
$10 a share on the common stock an- 
nually. Since 1930, however, losses 
have been shown, although they have 
been appreciably less since the deficit 
of $13,270,000 in 1932. In 1934, the 
company earned less than 40% of its 
fixed charges, but profits last year may 
run as much as $5 a share on the pre- 
ferred stock. The net profit for the 
first nine months of 1935 totaled $103,- 
788, as compared with a loss of $1, 
688,000 in the same period of 1934. 

A dividend of $1.37 was recently 
paid on the 150,000 5Y2% preferred 
shares, the first since April, 1932. Ac’ 
cumulated dividends amount to $19.25 
a share. With the benefit of further 
recovery in the demand for durable 
goods, the company should be able to 
promptly liquidate these accumulations. 
Funded debt is outstanding in the 
amount of $86,000,000 bearing 5% 
interest and it would not be surprising 
if the company availed itself of present 
low interest rates to refund these bonds, 
at an important savings in fixed charges. 
Total preferred dividend requirements 
and interest on funded debt amount to 
about $5,125,000 annually, inexcessive 
in relation to the company’s pre-depres’ 
sion earning power. 

Dividends of $5 were paid on the 
1,200,000 shares of common stock in 
1929 and 1930. Payments on the 
junior shares, however, were omitted in 
1931. In climbing from a 1935 low of 

(Please turn to page 352) 
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Utility Preferreds Worth Holding 


Prospects of Price Enhancement and 


Good Income from Selected Issues 


HE public utility industry is 
emerging from one of the most 
trying periods in its history, and 

for the first time in many months the 
outlook has taken a definite turn for the 
better. The fog of political agitation 
and punitive legislation which has long 
cbscured the utility prospect is gradu- 
ally lifting and the output of electric 
power continues to attain new high 
records weekly. The combined force 
of these two basic factors is not only 
working to bring about an improve- 
ment in the relationship between gross 
revenues and net earnings of represen- 
tative companies, but it is removing 
public utility securities, particularly 
common and preferred stock issues, 
from a position of uncertainty to one 
of investment merit and speculative 
promise. 

We believe it safe to assume that 
Federal regulation of the public utility 
industry, or at least regulation of that 


By Epwin A. Barnes 


most of the leading utility companies in 
the country in refusing to register with 
the Securities Exchange Commission on 
December 1, last, as required by the 
Act. 

Prominent officials identified with the 
public utility industry are frank to 
admit that the alleged past abuses may 
be corrected and their recurrence pre- 
vented by sane legislation. What they 
do decry is the action of the Govern- 
ment in attempting to amputate the 
legs of the industry to rid it of corns 
and bunions. 

On the whole, the probabilities are 
that the political assault on the utilities, 
both from Federal and local sources, has 
passed the peak of its intensity. Rates 
have already been drastically slashed in 
nearly every section of the country and 
with public purchasing power rising on 
the one hand and public utility oper- 
ating costs increasing on the other, the 
political appeal of utility baiting is los- 


evidence, however, clearly indicates that 
these obstacles are being gradually over- 
come. Based on results for the first 
nine months of 1935 gross revenues of 
the public utility industry last year 
probably exceeded $1,900,000,000, as 
compared with $1,820,000,000 in 1934. 
On this basis, net earnings available 
for preferred and common dividends 
may be from 7 to 10% larger than the 
year previous. Of course, results of 
individual companies will vary, depend- 
ing upon their taxes, rates and the in- 
dustrial conditions in their various terri- 
tories, but, on the whole, results should 
afford considerable encouragement to 
interested security owners. 
Notwithstanding the visible improve- 
ment in the status of the utility indus- 
try, the investor is still offered a wide 
choice of investment media among the 
securities of representative utility com- 
panies at prices which quite conceiv- 
ably will prove to be bargain counter 










































































portion of the industry engaged in ing force. levels. Public utility preferred stocks 
providing interstate ser- particularly, invite the fa- 
vices or functioning in the vorable consideration of 
capacity of holding com- investors seeking a better- 
panies as embodied in the Attractive Utility Preferreds than-average yield as well 
Public Utility Act of , as the opportunity for 
1935, will be invalidated Sa. = « =. Co price appreciation. The 
when the constitutionality Am. Water Works & Elec. preferred stocks compris- 
of that piece of legislation co ee | ing the accompanying list 
; olumbia Gas & Elec. 
is tested before the Su- “A” 6% Cum....... 85 7.0 110  10.88(a) 11.58(a) are for the most part those 
preme Court some months — a —_e x ci nae of holding company units, 
hence. Conceived by a National Power & Light oa which has admittedly been 
Congress in a vindictive 6% Cum..........- 7.5 110 21.62 24.19 the most vulnerable spot 
mood, and obviously puni- “a... 102 6.8 115  8.40(a) 13.51 (a) in the industry. By the 
tive rather than construc- North American Co. aa same_ token, however, 
tive in its terms, the Pub- Phin aie Fae Fc en these companies have the 
lic Utility Act of 1935 has 6% Cum. $50 Par... 44 7.0 NC 15.8(a) _ 15.9(a) most to gain not only 
already suffered a decisive baa Fy <x | a ieee wes from a turn for the better 
defeat in the Federal Dis- ..-”6 CC | in political developments, 
trict Court in Baltimore. jy Com... .-.-.--: 2 __7.6 116 _16.38 _18.28 | but from rising earnings as 
Judge William C. Cole- Pi ath a gt (a) 12 mos. to Sept. 30. + Net income—millions. well. In the meantime, 
man in rendering the ; | reported current earnings 
applicable to the issues 


his opinion that the Act 

Was unconstitutional in every respect, 
but its preamble, perhaps. Many at- 
torneys, well versed in constitutional 
law have since agreed privately with 
Judge Coleman. Ample confirmation 
is further afforded by the action of 
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Despite the record-breaking consump: 
tion of electric power, utility earnings 
have been slow to reflect this noteworthy 
condition. Lower rates and increased 
wages and materials costs plus higher 
taxes are the obvious explanation. Late 


listed herein provide ade- 
quate support to dividends. Moreover, 
it will be noted that most of these is- 
sues are selling currently at levels suff- 
ciently below their call price to permit 
a good percentage of ultimate price 
appreciation. 
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SOUTHERN PACIFIC 





A Rail That Has Never Defaulted 


or Never Re-organized 


Is Cotton Belt’s Bankruptcy an Asset or Liabil- 


ity? — Will Improvement in Earnings Continue? 


OUTHERN PA- 
CIFIC, under 
whatever name 

the affairs of that 
large railway system 
have been conducted, 
never has defaulted 
on an obligation and 
never has undergone 
reorganization. 

These two facts 
constitute an enviable 
record among the large 
railroads of the West, 
and East for that 
matter, particularly as 
88 companies, with an 
aggregate mileage of 
66,421 miles, a com- 
bined share capital of 
$1,729,080,739 and 
with matured and un- 
matured debt alto- 
gether of $3,121,336,- 
277, are now in either 
receivership or bankruptcy. 

That the Southern Pacific manage- 
ment is looking forward with confi- 
dence with respect to the company’s 
future is clearly indicated by a state- 
ment by Hale Holden, chairman, after 
a recent meeting of the directors, set- 
ting forth that the budget of Southern 
Pacific and its principal subsidiaries for 
1936 would be $55,555,000, an in- 
crease of $5,400,000 over 1935, with- 
out including additions and _better- 
ments. Capital expenditures author- 
ized by the board for 1936 will be 
$13,180,000, an increase of $6,464,000 
over this year. The program for next 
year includes the purchase of 40,000 
tons of new rails for 220 miles of track, 
compared with 143 miles laid in 1935. 
All the principal trains of Southern 
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The Southern Pacific Route Skirts the Coast for 100 Miles 


Pacific will have been air-conditioned 
by the end of 1936, involving consid- 
erably over $1,000,000 for 1936 alone. 
For 1934, 1935 and 1936, Southern 
Pacific will have spent more than $2,- 
000,000 for air-conditioning its trains. 


Strong Capital Position 


Moreover, there is nothing to indi- 
cate that Southern Pacific's capital 
structure is in serious need of reorgan- 
ization. The I. C. C. has confirmed 
that in approving R F C loans. It is 
true that its financial position would 
be correspondingly stronger if the 
funded debt were reduced considerably. 
Still, when conditions in this country 
were average and better, Southern Pa- 
cific demonstrated its ability to earn a 


good-sized balance 
over fixed charges, that 
was applicable to div: 
dends on the stock. 
For 1928 that net 
income was equal tc 
$10.48 a share, while 
for the boom year of 
1929 for all the rail- 
roads of the United 


States, it rose to 
$12.74. Southern Pa: 
cific directors were 


conservative about di: 
vidends in those years 
—and always, for that 
matter—although the 


millions, many of 
which were being 
loaned in Wall Street 
on both a time and 
call basis. 

Not only were 
there funds available 
for a higher rate of dividend than the 
maximum paid before the depression 
began, but heavy pressure was brought 
upon the directors by the stockholder: 
and others to increase the rate from 
the 6% annual level maintained from 
October 1, 1907, to the end of 1931 
Still the board held firm to that figure 
In so doing it was wise in comparison. 
for instance, with the directors of St 
Louis-‘San Francisco and Rock Island. 
neither company being nearly s 
strong in any respect as Southern Pa 
cific. 

Those roads are now in bankruptcy. 
with Rock Island not earning its oper’ 
ating expenses this year—let alone fixed 
charges. “Frisco” for 1935 will fall 
well below a reasonable balance for that 
cbligation. 
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Southern Pacific, on the other hand, 
with respect to its transportation lines, 
is likely to earn at least fixed and other 
interest charges this year. There may 
be a small net income, as there was fer 
1934. As already indicated, the funded 
debt is rather large and at the close of 
October stood at $677,519,231, while 
the short term debt, consisting solely 
ot bank loans, amounted to $16,500,000. 
The former item includes $22,000,000 
R F C loans. 

It is not altogether fair to Southern 
Pacific to compare, as is often done, 
its funded debt with that of Atchison, 
—$309,660,262—its principal and most 
direct competitor, in California at least. 
Southern Pacific’s average operated mile- 
age so far this year has been 13,223 
miles. These and all other figures used 
in this article relate only to its trans- 
portation lines. This company has also 
a variety of outside lines including elec- 
tric, water and bus companies, some of 
which have not been profitable in recent 
years. Atchison, with practically the 
same operated mileage of steam rail- 
road, never has taken on electric and 
water lines and is in the bus and truck 
business only in a limited way. Atchi- 
son, of course, has no short term loans, 
but rather nearly $60,000,000 of cash 
and government securities in its trea- 
sury, after a lapse of more than six 
years since the depression in this coun 
try started late in 1929. 

Still, as trafic and earnings improve 
further, Southern Pacific not only will 
not experience any trouble in earning 
present fixed charges, but should show 
a substantial net income again applica- 
ble to dividends on the stock. 


Recovery Under Way 


The fact is Southern Pacific already 
has had a remarkable recovery in its 





earnings from the low levels of 1932 
and 1933. In some respects this recov- 
ery has been more remarkable than that 
oi Great Northern. Earnings of South- 
ern Pacific in 1934 increased over those 
for the previous year in a more pro- 
nounced way than was true of any 
other large railway system in either 
western or eastern territory. For that 
year operating revenues of the trans- 
portation system totalled $149,192,709 
against $129,860,962 for 1933, an in- 
crease of $19,331,747. Net railway op- 
erating income reached $35,613,493 in 
1934, whereas for the previous year it 
was only $27,486,810, an upturn of 
$8,126,683. The final result for 1934 
was a net income for the transportation 
lines of $408,223 against a net loss 
for 1933 of $4,990,931, an actual re- 
covery of $5,399,154. 


What Recent Figures Show 


The recovery in operating revenues 
of Southern Pacific has continued this 
year and has carried the figures well 
over the decided comeback for 1934. 
The returns for October clearly demon- 
strated the ability of Southern Pacific to 
pile up earnings when traffic is avail- 
able. Operating revenues for that month 
were $2,819,000 larger than for Octo- 
ber, 1934, when there was a good gain 
over 1933. 

In November another gain over last 
year was shown with operating reve- 
nues at $14,376,205, an increase of 
$2,524,000 over the corresponding 
month of last year. Net railway oper- 
ating income proved to be $2,719,220, 
an increase of $1,080,683 from the 
previous year. These figures bring op- 
erating revenues for the first eleven 
months to approximately $149,400,000 
and net railway operating income to 
approximately $18,230,000, an increase 





in the former item of $11,952,556 and 
in the latter of $2,922,338 over the 
first eleven months of 1934. 

Because of numerous year-end adjust- 
ments and probably some dividends 
from subsidiaries, it is difficult to closely 
approximate the figures for the final 
result for 1935, but it is believed that 
a net income will be shown, perhaps 
amounting to 60 cents or 75 cents a 
share. 

Of course this is a long way from 
the levels of 1928 and 1929. But stock- 
holders should not be discouraged if 
these levels are not reached again in 
the next few years, as those periods are 
regarded as abnormal by all experienced 
students of railroad results. 

While a resumption of dividends on 
Southern Pacific stock should not be 
expected by its holders in the near fu- 
ture it would seem that the company 
is well on the road to real prosperity 
again. It is to be hoped that as earn- 
ings permit, a way will be found to 
reduce the funded debt gradually and 
substantially. That would proportion- 
ately strengthen the position of the 
shareholders, and from their point of 
view—for the long run—would really 
be preferable to the payment of larger 
dividends. 


Cotton Belt’s Default 


The decision recently, of the directors 
of the St. Louis Southwestern Railway 
tc default on January 1 interest, 
amounting to a little less than $500,000 
and to place the company in bank- 
ruptcy under Section 77 of the Bank- 
ruptcy Act, is of real importance to 
Southern Pacific security-holders. Un- 
fortunately the proceeding has been 
considerably misunderstood in various 
respects. 

(Please turn to page 350) 
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The Investor’s Tax Problem 


Highlights in Federal and State Levies 
to Be Considered by the Security Buyer 


N laying out an investment pro- 

gram, or even in taking care of 

one’s present security holdings, the 
matter of taxation is of increasing im- 
portance. 

Taxes confront the investor at every 
turn, and they will mount higher and 
higher until New Deal ventures are 
liquidated. Most investors are already 
keenly alive to such direct levies as real 
estate taxes, income taxes, transfer 
taxes, gift taxes, inheritance taxes, and 
estate taxes; but often fail to realize the 
importance of a host of other taxes 
which drain their pockets furtively by 
adding to the cost of things their in- 
comes buy. 

There is not much that an investor 
can do about the indirect taxes except 
to trim his personal expenses and lay 
out his investment program to conform 
with and anticipate a rising cost of 
living, while making his protests as 
politically effective as possible; but di- 
rect taxes for any given fiscal period are 
known charges which can and should 
be taken into consideration. 

Take the question of transfer taxes, 
for example. Several states have trans- 
fer tax statutes on their books; but, 
as 90% of the country’s purchases and 
sales of stocks and bonds are trans- 
ferred in New York City, it usually 
suffices for the investor to be familiar 
with only the Federal and New York 
State regulations. 

Briefly, the seller of stocks must pay 
a Federal transfer tax of 4 cents per 
$100 of par value if the price was 
under $20 a share: otherwise 5 cents 
per $100 of par value. In addition, 
there is a New York State transfer 
tax of 3 cents a share if the price was 
under $20 a share: otherwise 4 cents 
per share. Then there is an excise tax 
of 2 cents per $1,000 of market value 
on sales of stocks and bonds, which 
goes toward defraying expenses of the 
Securities and Exchange Commission. 

On short sales, the Federal (but not 
state) transfer tax must be paid every 
time the stock is borrowed for delivery. 
Sometimes, when a stock is scarce in the 
loan crowd, the short-seller must pay a 
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daily premium to the lender of stock; 
but this is not a government tax. 

There is a Federal tax of 40 cents 
per $1,000 of face value on sales of 
corporate bonds, regardless of market 
price; but no transfer tax, Federal or 
state, on the sale or transfer of public 
bonds, whether domestic or foreign. 








Taxes in one form or another 
absorb 20% of the national in- 
come. 








Other considerations equal (which 
they seldom are), some saving in trans- 
fer taxes can be effected by dealing in 
stocks of low par value and low market 
price. For example: the combined 
Federal and New York Transfer taxes 
on 100 shares of Amalgamated Leather, 
which has a par value of $1 and sells 
for less than $20 a share, would be 
$3.04; whereas the two transfer taxes 
on 100 shares of Brown Shoe, which 
has no par value (equivalent to $100- 
par for transfer tax purposes) and sells 
for more than $20 a share, would be 
$9. Obviously, however, considera- 
tions of relative investment merit should 
guide one’s selection before even think- 
ing about the saving in transfer taxes. 

Odd-lot traders and investors usually 
have to pay the transfer taxes on both“ 
purchases and sales; since all of the 
odd-lot houses through which such pur- 
chases are routed pass along to custom- 
ers all transfer taxes which they are 
obliged to pay upon sales to customers. 
The only exception to this is in a few 
stocks where odd-lot orders are filled by 
specialists who absorb the transfer tax 
on such sales. Hudson Motors is one 
of the better known issues so handled. 

By far the most important levy upon 
an investor during his lifetime is the 
income tax. There are many legiti- 
mate methods by which investors of 
large means may arrange their affairs 
to save on income taxes; but most of 
these expedients would cost people with 
moderate incomes more than they 


would save in taxes. Tax-exempt 
bonds, for example, usually sell on such 
a low yield basis that a person of 
moderate means can enjoy a better in- 
come by owning taxable bonds and pay- 
ing the tax. This, of course, is quite 
apart from the question of safety. 

Except for partly or wholly tax-ex: 
empt issues, interest received is subject 
both to normal tax and surtaxes; but 
surtaxes only are levied on cash divi- 
dends actually received during the year. 

Profits and losses from the sale of 
stocks and bonds figure in the income 
tax return in inverse proportion to 
length of time the securities were held. 
If held for no longer than a year, all 
such profits are taxable and full losses 
deductible, provided losses are not more 
than $2,000 in excess of total profits 
realized on securities sold during the 
year. If securities are held for more 
than ten years, only 30% of the profit 
is taxable; but only 30% of the loss is 
deductible. Hence, other considera- 
tions equal, the greatest saving in in- 
come taxes will be effected by holding 
onto one’s profitable investments for 
extended periods. 

Taxes levied upon corporations are 
of interest to the investor from two 
angles. First should be noted the ex: 
cess of net earnings above taxes, and 
second in importance comes the distinc 
tion between rigid and flexible taxes. 
The corporate income tax, which is 
proportionate to earnings, is no burden 
upon the corporation when there are 
no earnings to tax; but property taxes, 
franchise taxes, and capital stock taxes, 
which must be paid even when a com- 
pany is already operating in the red, 
are like other fixed charges in their 
leverage effect upon earnings. 

When he dies, the investor’s estate 
is subject to the new and higher taxes 
embodied in the law of 1935. In addi- 
tion there are the taxes imposed on 
certain issues by various states. Some 
railroad securities, for example, are 
taxed in several states, in some cases as 
many as twelve, and cannot be trans’ 
ferred to an heir on the death of the 
owner until each state levy is satisfied. 
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Taking the Pulse of Business 





—Activity High At Year End 


CCORDING to our 
A Business Activity in- 
dex, the physical ‘ vol- 
ume of income produced in 
the United States during the 
calendar year, 1935, staged 
an increase of 12.3% over 
the previous year. Gains by 
three-months periods were 4.5% for the first quarter, 2.9% 
for the second, 11.8% for the third, and 35.0% for the 
final quarter. The old year has closed with most of the 
business indexes—including prices for bonds, common stocks, 
and raw material—near record heights for the present re- 
covery. Business Activity is at practically the 1923-5 level; 
but, on a per capita basis (which makes allowance for 
growth in population), it is still about 11% below normal. 
Most of the improvement in business volume last year as 
compared with 1934 took place in the fourth quarter— 
partly owing to earlier introduction of new motor car 
models, and partly because a sharply rising business curve 
last year happened to come into juxtaposition with a reced- 
ing trend during the latter half of 1934. During the final 
half of 1935 business activity expanded from 80.8% of 
the 1923-5 average during the second quarter to 89.5% 
during the fourth quarter. In 1934 the physical volume of 
business receded from 78.5% in the second quarter to 66.3% 
in the fourth. For the full year, 1935, business activity aver- 
aged 81.9% of the 1923-5 level: in 1934 the average was 
72.9%. 
The vogue for government interference with private busi- 
ness, coupled with world wide political unrest, renders it 
peculiarly hazardous at the present time to venture a definite 


—Outlook for ’36 Promising 
—Steel Operations off Slightly 
—Petroleum in Strong Position 


—Aviation Shows Improvement 


opinion as to the probable 
course of business during the 
new year which has just be- 
gun. At present writing, how- 
ever, it seems justified even 
on a most conservative basis 
to look for further improve- 
ment this year. Possibly the 
first few months, owing to the new policy of stabilizing 
automobile production, may show little if any gain over 
the corresponding period of 1935; but the ever pressing 
urgency for replacement of obsolete products and the 
expanding demands of a growing population appear 
to have imparted momentum to a recovery in the heavy 
goods industry which even a bitter pre-election campaign is 
not likely to check more than temporarily. 

On the unfavorable side it seems possible that the present 
year may witness some devaluation of the franc; but this 
is not expected to cause much of a shock to business in 
this country beyond lowering the price of a few interna- 
tional staples, such as rubber, and the return flow of some 
of our huge excess stock of gold, which we would gladly 
part with. Enforcement of sanctions against Italy might 
conceivably also lead to a spread of hostilities in Europe; 
but there are no sound reasons for supposing that this 
would, at the outset at least, exert much of an unfavorable 
influence upon our own trade. Thus far the Italo-Ethiopian 
conflict has greatly stimulated our exports to Italy. If, as 
has been foreshadowed by lower court decisions, some of 
the New Deal legislation should be declared by the 
Supreme Court to be unconstitutional, any temporary con- 
fusion that might result, should soon be followed by re- 
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newed business expansion prompted by the consequent en- 
couragement to private business initiative. 
Apart from all other considerations is the ever present 


prospect of inflation under one guise or another. The | 


Government's anndéunéed intention to curtail expenditures 
for the coming new fiscal year is, of course, in one sense 
Geflationary; but the resulting boost to business confidence 
might well unlock the huge reservoir of potential bank 
credit and initiate such an expansion in bank deposits and 
the rate at which they circulate as would end in a boom 
that might make all of its predecessors seem like pygmies 
in comparison. Shrewd observers in Washington seem to 
feel confident that the soldiers’ bonus will be paid this year, 
even if vetoed by the President. The Townsend plan, and 
inflationary schemes agitated by the Union for Social Jus- 
tice, will probably not get by Congress; but the large fol- 
lowing which they have attracted is bound to strengthen the 
hands of unsound money advocates. 


The Trend of Major Industries 


STEEL—A somewhat greater than seasonal recession in 
steel operations over the holidays to less than 50% of 
capacity follows a temporary slackening in orders occa- 
sioned by failure to advance prices on finished products for 
first quarter delivery and by a natural unwillingness of 
consumers to figure on next year’s requirements until their 
year-end inventories have been completed. For this reason 
several branches of the steel industry—notably tin plate 
where pre-holiday operations rose to 80%—have shown 
their confidence in a near-by pick-up in demand by main- 
taining operations at a rate materially in excess of shipping 
specifications. Recent talk of price advances for finished 
products has been effectively set at rest by reports of con- 
cessions up to $3 a ton on black sheets to large buyers 
in the Detroit district. Anticipating a long-run revival in 
the durable goods industries, several large steel companies 
are planning enlargement of production facilities. Ford's 
River Rouge hot strip steel mill has just been put into opera- 
tion and as soon as his new cold steel finishing mill is tuned 
up Detroit's steel producing capacity will be increased by 
1,500 tons daily, or 25%. With all this new competition 
in prospect it may be difficult to maintain prices. 


Government continues to pay 77 cents for silver mined in 
this country. The drop in silver has depressed export copper 
to 8.7 cents and quieted, for the time being, any further talk 
about advancing the domestic price. 


PETROLEUM-—Spurred on by the recent reduction in 
California’s crude output, curtailment of the Texas quota 
for January, the Government's estimate that January con- 
sumption of gasoline will exceed that of the previous Janu 
ary by 9%, the strong statistical position of the industry, 
and recent advances in the price of Kentucky crude and 
tank car gasoline at Chicago, small producers in the mid- 
continent area, whose costs are comparatively high, have 
intensified their agitation for a 15-cent advance in the price 
of crude; but this is being opposed at the present time by 
larger producers and refiners. 


RAILS AND EQUIPMENT—The forthcoming order 
for Eastern roads to reduce coach rates on passenger travel 
to 2 cents a mile, from the average level at 3.6% now pre- 
vailing, is expected to cause only a temporary drop in 
income from that source. Western carriers after reducing 
tc 2 cents, and Southern roads following a drop to 1Y2 
cents, soon began to enjoy much heavier trafic. Recent 
entry of the R F C into the business of loaning funds to 
carriers at the low rate of 4%, while taking a profitable 
line of business from commercial banks, should effect con- 
siderable savings for roads thus benefited. Considering 
that 12% of railroad freight hauled this year by class | 
roads was due directly to the steel industry, it will be 
appreciated that expected further recovery in heavy goods 
production will be of great help to the carriers. 


ALCOHOL—The alcohol stocks have been held back by 
a recent cut of 5 cents a gallon in denatured alcohol, occa- 
sioned by unseasonably mild weather which had obtained 
prior to the Christmas cold snap. 


Conclusion 


The New Year opens with most of the business in- 
dexes at the best level yet reached on the recovery, and 
with prospects of further improvement for 1936 as 
a whole. So power’ 
ful is the momentum 





METALS — With 
the exception of tin, 
which has declined two 
cents, and silver which 
has nose-dived to below 
the 50-cent level, non- 
ferrous metal prices 
have held steady since 
our last issue. Now that 
the Treasury is combin- 
ing its purchases to 
newly mined silver in 
the U. S., Mexico and 
a few other countries, 
some clue to the new 
lower level at which the 
price might again be- 
come_ comparatively 
stable for an interval 
may be found in the 
circumstance that the 
metal can be profitably 
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Farm Products .......:; down 1.8 
smuggled out of North- cristae down 1.1 
en China so long as | tines iatier-o Goa Bi 
the price remains above Fuel and lighting....... down 0.2 





45 cents. Meanwhile the 
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Changes in Major Commodity Price Group for the 
Fortnight Ended December 21, 1935 


now developing in the 
heavy goods industries 
that even the approach- 
ing political campaign 
at home, possible 
spreading of the Italo- 
Ethiopian conflict, or 
devaluation of the franc 
seem unlikely to check 
the upward trend here 
for very long. It may 
be, however, that busi- 
ness indexes adjusted 
for seasonal variations 
which were normal 
prior to advancing the 
automobile season may 
show some recession 
during the first few 
months of the present 
year; because a rela- 
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RNB or vies oie ke sis's Swale down 0.2 : . 
Building materials ..... down 9.2 tively stable production 
SINE 55-5019 '6-0:0-50 5 down 0.5 = : 
Housefurnishings ....... no chang will be compared with 
Miscellaneous ............ up 0.1 a normally rising sea- 
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High Low Close of Issues (1925 Close—100) High Low Dec. 14 Dec. 21 Dec. 28 
71:3 45.0 54.6 288 COMBINED AVERAGE... 77.2 43.0 74.4 174.8 175.4 
105.7 44.2 87.0 5 Agricultural Implements.... 119.5 64.1 114.1 110.3 110.4 
42.3 20.2 27.1 6 Amusements..... ..> 45.9 230.8 G2 44:46 @©:3 
58.9 35.2 55.5 13 Automobile Accessories. . 113.8 43.2 108.4 111.5 113.8H 
24.9 11.8 14.2 13 Automobiles... . 17.6 8.8 17.0 17.0 17.3 
92.5 43.6 60.1 5 Aviation (1927 Cl. 100). . 100.6 41.3 79.4 92.9 100.6h 
ae. 6.7 9:2 3 Baking (1926 C!l.—100)..... 14.3 7.9 13.7 12.6 14.0 
240.9 153.6 191.8 2 Bottles & Cks. (1932—100).. 325.0 184.9 289.0 301.0 310.7 
136.0 100.0 131.6 4 Business Machines...... 206.6 113.7 205.0 206.6H 204.3 
229.5 178.9 227.5 2 Cans. are 316.6 226.1 281.7 279.5 281.7 
210.5 134.3 167.2 8 Chemicals. 202.7 144.6 193.3 190.9 190.2 
37.2 22.1 28.8 16 Construction.. 41.2 22.6 39.3 40.2 40.6 
70.1 40.1 43.8 5 Copper....... 88.6 35.7 83.0 84.9 86.1 
37.0 25.7 32.0 2 = Dairy Products .. coscee S08 37.6 36.6 36:6 37.6 
26.8 16.4 21.2 8 Department Stores........ 26.6 16.0 25.3 24.1 22.4 
84.2 56.0 73.1 7 Drugs & Toilet Articles... 87.6 56.1 85.7 92.6 81.8 
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211.2 103.8 211.2 2 = Finance —_— rere ree! 270.0 211.2 238.0 232.3 224.8 
64.0 51.1 58.3 7 Food Brands. ; 66.2 51.8 63.1 61.7 61.0 
71.1 55.1 55.7 4 Food Stores... 56.4 46.2 47.5 46.5 46.2x 
58.8 36.2 45.4 3 Furniture & Floor Coverings 64.3 32.1 61.7 61.3 62.8 
1372.0 1106.0 1164.9 3 Gold Mining ..1209.7 990.2 1100.9 1114.8 1056.6 
35.6 25.1 35.6 5 Household ee ent. 46.1 35.3 43.8 44.3 46.1H 
31.8 19.3 20.8 4 Investment Trusts. ee 38.7 17.0 37.3 36.4 36.6 
295.5 164.0 247.0 3 Liquor (1932 Cl.—100). 359.0 223.6 334.0 321.0 319.7 
53.4 34.2 44.2 2 i 67.3 36.0 65.7 65.3 63.9 
88.6 51.9 62.0 3 Meat Packing. 63.0 34.5 59.9 59.5 59.2 
160.1 117.4 127.8 11 Metal Miniag & ‘Sm; slting . 183.6 109.4 167.3 166.3 165.3 
86.8 52.0 58.2 SS Petroleum, ...... ..ioscs oe 92.9 61.3 90.6 92.9H 91.5 
25.0 15.2 21.0 3 Phonos. & Radio ( 1927- 100) 33.0 15.9 29.3 33.0H 31.3 
72.8 32.1 34.8 18 Public Utilities.. 65.9 23.0 60.3 61.4 64.5 
66.2 34.9 43.9 8 Railroad ae a 54.4 29.3 52.9 52.6 53.3 
52.0 24.5 25.8 25 = Railroads. : 28.8 17.5 26.5 25.8 25.9 
15.9 60 88 a. eae 16.8 5.2 15.0 15.5 15.0 
50.2 28.9 41.6 3 Shipbuilding ; 71.2 28.5 62.4 63.9 71.2H 
77.0 42.0 54.4 10 Steel & Iron. 87.8 37.6 81.3 81.3 83.8 
31.3 20.4 22.2 5 Sugar. 30.4 21.1 28.5 27.7 28.7 
214.0 131.5 143.2 2 Sulphur. . Ree anata i 150.3 122.5 136.7 140.3 147,2 
70.3 40.2 45.2 3 Telephone & Telegraph. 78.3 34.2 75.2 76.2 75.3 
65.8 37.5 47.8 8 Textiles.... j 73.5 34.7 70.9 71.2 69.8 
14.6 7.6 9.0 5 Tires & Rubber. 9.8 6.0 9.1 9.2 9.8h 
88.6 66.5 84.7 4 Tobacco. ae 101.8 77.2 92.5 93.5 94.3 
73.5 43.5 65.0 3 Traction... suhina anh 85.4 51.0 71.0 72.6 68.7 
275.5 43.6 258.2 3 Variety Stores....... 282.8 219.7 263.3 258.5 255.9 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








MARLIN ROCKWELL CORP. 


Do you believe Marlin Rockwell now 
fully discounts the improved trend in the 
automobile industry? Would you advise 
further retention of 100 shares bought at 
2914°?—N. C. W., New York, N. Y. 


At the present time we do advise the 
further retention of 100 shares of Mar- 
lin Rockwell Corp. bought at 2914 
because in our opinion held for the 
longer pull these shares have possibili- 
ties of appreciation from current levels. 
Marlin Rockwell Corp., as you un- 
doubtedly know, manufactures steel 
balls and ball bearings, used largely by 
the automative industry, with tractors, 
railroads, agricultural machinery and 
other miscellaneous industries contribut- 
ing to its total volume of business. In 
1934 net profit amounted to $538,258, 
equivalent to $1.58 a share on the com- 
mon stock, and this compared with 
$110,535 or 35 cents a share on the 
common stock in 1933. For the first 
nine months of 1935, however, the 
net amounted to $594,540, equal to 
$1.75 a-share on the common stock, 
and this compares with $258,031 or 
82 cents a share for the first nine 
months of 1934. The company is in 
excellent financial condition and at the 
year end had total current assets of 
$4,438,044, whereas current liabilities 
were only $172,670. The recent spe- 
cial dividend amounting to $1.25 a 
share which the management de- 
clared shows not only the faith of the 
management in the company’s earning 


ability, but also the willingness of the 
management to share its prosperity with 
the stockholders. Over the long pull, 
therefore, we feel that your income not 
only will be increased by further re- 
tention of these shares but you will also 
have possibilities for appreciation in a 
company serving several industries 
which currently are on the upgrade, 
and industries which from all available 
reports at the present time look for- 
ward to a material increase in their 
respective businesses in 1936. 





NATIONAL DAIRY PRODUCTS 
CORP. 


Although National Dairy Products has 
shown some improvement marketwise, I 
understand that it and other dairy stocks 
would not fare well in inflation. I am 
undecided on the advisability of holding 
200 shares of this stock averaging 14%, 
and I will appreciate your views.—M. V. 
N., Minneapolis, Minn. 


The latest earnings report of Na- 
tional Dairy Products Corp. is that for 
the six months ended June 30, 1935, 
when net income of $3,464,898, equal 
to 49 cents a share on the common 
stock, after preferred requirements, 
compared with $4,009,387, or 58 cents 
a common share for the like interval 
of 1934. However, improvement has 
taken place since the first half of the 
year, inasmuch as it has been officially 
stated that both sales 4nd earnings in 
the first nine months of 1935 showed 


an improvement over the 1934 period. 
Although it is difficult to accurately 
predict earnings for the full year 1935, 
it seems probable that these will exceed 
dividend requirements of $1.20 a share 
on the common stock by a fair margin. 
This would be the best showing made 
by the company since 1932, when earn- 
ings of $1.88 a share were recorded. 
Further improvement of public pur- 
chasing power accompanying general 
business gains should find reflection in 
expanding dollar sales of National 
Dairy Products, but operating costs 
have been considerably increased so 
that the improvement in net income 
may show a tendency to lag. The com- 
pany’s balance sheet position has long 
been featured by a high degree of 
liquidity. At the close of 1934 (latest 
available), current assets totalled $56,- 
683,294, of which $21,721,489 was in 
cash, against current liabilities of $18,- 
142,730. The company has outstand- 
ing approximately $68,000,000 of 
514% debenture bonds due in 1948 
and there have been rumors to the 
effect that these are to be refunded at 
a lower rate of interest. Certainly, pre- 
vailing conditions in the money market 
coupled with the concern’s strong credit 
position suggests the feasibility of such 
a plan. Since inflation of the “print- 
ing press” variety would probably ne- 
cessitate strict regulation of dairy as 
well as other food prices by the Gov- 


-ernment, we believe that you are right 


(Please turn to page 347) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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4% Points Profit 
in Barnsdall Corp. 








11% Points Profit 
in United Aircraft 








Advised at 9 
Now 141 








UR complete rec- 
ord for 1935 will 


total over 300 points 





Two additional illustrations of the 
available in the current market phase through 
our definite recommendations. 


Commitments now carried in an open position 
show 120% points profit with only six points 
loss... a ratio of over 20 to 1. 


Advised at 161 
Now 27° 


profits 








and, as one of our 


subscribers, we shall 





counsel you in taking 





profit after de- 


ducting all losses. Every department—Trading 
Advices, Bargain Indicator, Unusual Opportun- 
ities, Long Term Speculations and Investments for 


This 


is the result of our recommendations of what and 


Income—will have brought sizable profits. 


when to buy and when to sell . . . our scientifically 
conducted programs concentrated in a fixed num- 
ber of sound listed securities kept under our con- 
tinuous supervision. 
Security Foreeast for 1936 
Highly Favorable 

We enter 1936 with the most confident outlook of 
the recovery cycle for trade and industry .. . and 
these are the basie factors which dictate the trend 
of security prices. Exceptional opportunities will 


be open to the properly guided investor and trader 


MAIL THIS COUPON TODAY! 


advantage of them. 


New Potential 
Market Leaders 
Your Forecast subscription ... placed now. . . will 
bring you immediately several stocks offering 
quick and substantial profits. We are now advis- 
ing the purchase of four leading issues—average 


36—as 


dividend-payers—average price under 34 in our 


price under Trading Advices; three 
Bargain Indicator; and three low-priced stocks— 


average under 15—as Unusual Opportunities. 


To share in the moves of these stocks at this time 
when the greatest profits are still available, we sug- 
gest that you attach your remittance to the en- 


Then 


“Remittance and subscrip- 


closed enrollment form and mail at once. 


telegraph us collect: 


tion in mail. Wire....... advices.” 





90 BROAD STREET 


Code Book has had time to reach you.) 


! TRADING ; 
[ ADVICES to four wires a month. 
[| UNUSUAL 





THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB 


I enclose $75 to cover my six months’ test subscription on The Investment and Business Forecast. 
of the telegrams 1 select I will receive the complete service by mail. 


Send me collect telegrams on all recommendations checked below. 


Short-term recommendations following important intermediate market movements. 
Three to five stocks carried at a time. 
to act in 10 shares of all recommendations on over 50% margin. 


Low-priced issues that offer outstanding possibilities for market profit. 
Three to five stocks carried at a time. 


waa OPPORTUNITIES aes oo recommendations on over 50% margin. 


NEW YORK, N. Y. 


I understand that regardless 
($125 will cover an entire year’s subscription.) 


(Wires will be sent you in our Private Code after our 


Three 
$1,000 capital sufficient 


Two to three 
$500 capital sufficient to buy 








JANUARY 4, 1936 


= BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 

Es N prospects. One to two wires a month. Three to five stocks carried at a time. $1,000 

I DICATOR capital sufficient to purchase 10 shares of all recommendations on over 50% margin. 
A ee ee es re eee ey hee ee ee CAPITAL OR EQUITY AVAILABLE. .. 0... ccccccccccccccccccccscoce 
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Lapham, Fahy & Co. 


Members New York Stock Exchange 


29 Broadway, New York 


Uptown Office 
522 Fifth Ave. 


Boston 
21 Congre s St. 
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Dividends and Interest 








GENERAL 
MILLS, inc. 


ST 30th Consecutive 
Common Stock Dividend 


December 21, 1935. 
Directors of General Mills, Inc., announce the 
declaration of the regular quarterly dividend 
of $.75 per share upon the common stock of 
the company, payable February 1, 1936, to all 
common stockholders of record at the close of 
business January 10, 1936. Checks will be 
mailed. Transfer books will not be closed. 
This is the thirtieth consecutive dividend on 
General Mills’ Common. 
(Signed) KARL E. HUMPHREY, 
Treasurer. 








WHY NOT 














i>) 
BAYUK CIGARS INC. 
PHILADELPHIA 

A quarterly dividend of 134% ($1.75 per 
share) on the First Preferred stock of this cor- 
poration was declared payable January 15, 1936, 
to stockholders of record December 31, 1935. 

Checks will be mailed. 

John O. Davis 


December 13, 1935. Secretary 








THE CUDAHY PACKING CO. 


Chicago, Ill., Dec. 20, 1935. 


The Board of Directors has this day declared a 
quarterly dividend of sixty-two and one-half cents 
(62%c per share on the outstanding Common Stock 
of the Company ($50.00 par value), payable Janu- 
ary 15, 1936 to stock of record January 4, 1936. 

A. W. ANDERSON, Secretary. 





The Western Union Telegraph Co. 
New York, December 17, 1935. 
DIVIDEND NO. 253 
The Board of Directors of this Company has 
deelared a dividend of $2.00 a share payable out 
of surplus on January 15th, 1936 to stockholders 
of record of December 27th, 1935. 
G. K. HUNTINGTON, Treasurer. 
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1932 1934 1935 aaet 
A A ale 
A High Low High Low High Low 12/24/35 
Atchison....... ae Le eee 80% 8454 1733, 4514 593, 353%, 56% 
Atlantic Const Lime .......ccccccece. TF 16% 54144 2414 374% 19% 2934 
B 
| aa 37% 84% 3416 12°34 18 714 16 
Bangor & Aroostook....... seecesves 4134 20 46% 25)6 494%, 36% 4314 
Brooklyn-Manhattan Transit........ 4144 2134 447% 2814 46°, 3614 42 
Cc 
ES Se ee een 207% 1% 1814 10% 1334 85 1034 
Chesapeake & Ohio... ||... 21.121! aos; wuss Beh 3858S 78G BONG 
Cc. M. & St. Paul & Pacific.......... 11% 1 814 2 3 4 1% 
Chicago & Northwestern............ 16 14% 15 3% 5% 1% 2% 
Chicago, Rock Island & Pacific...... 10% 2 64 1% 2% % 4 
D 
Delaware & Hudson................ 93834 3754 7314 35 431, 2314 3654 
Delaware, Lack. & Western......... 46 174% 3334 14 19% 11 155% 
E 
LO ae eee 5 | 334 247% 93% 14 7% 113% 
G 
Great Northern Pfd................ 3334 4544 32346 124 354% 9% 34% 
H 
Hudson & Manhattan.............. 19 644 12% 4 516 234 314 
I 
a DOS See ee 5034 814 387 13% 2214 914 195 
Interborough Rapid Transit... || ||| 13% 4G OC«dAT:“C(<G:*SCCCaBSG:CCCBG:CCATIG 
Kansas City Southern.............. 247% 64 1934 6% 14), 334 12% 
L 
Ee ae 27 854 214% 9% 11% 5 8% 
Louisville & Nashville... 1.1.1... 6716 913, 6835 37%, 64% 34 581; 
M 
Mo., Kansas & Texas.............. 174% 534 14% 4% 6% 2% 5 
RE ID i cichicis sco. 0 0.09.09 410 1014 1% 6 1% 3 1 1% 
N 
New York Central.................. 58% 14 4514 18% 2934 124% 27% 
o Xa N. H. & Hartfor€............ 347% 11% 2414 6 8% 25, 314 
Norfolk & Western................. 177 111% 7 161 218 158 210 
oe Sa ee 347% 954 3614 14% 2434 13% 243% 
Pp 
NIUNNNDS occas Spices ck scesles abe 4214 1334 391% 2014 3214 174% 2934 
R 
RN os ta ins a nip oie vy se sb y0 wee 6214 2314 5634 35% 431; 29% 3534 
Ss 
St. Zoule-San Pram... ............00 9 % 4% 1% 2 % 1% 
St. Louis-Southwestern............. 22 5% 20 8 14 8 8% 
Eo 56 ins a.v 000.0400 3834 11% 3334 14% 254 1234 231% 
er 36 4% 3614 114% 16% 51% 13 
z 
NT MEI <b 48 on.00sa 0 00.0000 43 15 4314 13% 3634 14 22% 
U 
i eer Torr 132 6144 138% 90 111% 82% 10454 
Ww 
Western Maryland..............5.. 16 4 11%, 7% 10% 58% # £8% 
Western Pacific... .......scesssess 94 1 82 2% 356 1% 2% 
. e 
Industrials and Miscellaneous 
1933 1934 1935 cost 
pee A le 
A High Low High Low High Low 12/24/35 
Adams-Millis Corp...............-- 2154 8 34% 16 374% 28 
I I ons o0-0'0.0'06 0s ok a0 112 474 113 9134 73 10434 8166 
EE os ob 9.55.5 5.55 402 seaS = 33 11% 23% 1654 20% 18% 14% 
Allegheny Steel.................4 26 23 15 3044 21 30 
Allied Chemical & Dye............. 152 7034 160% 115% 173 126 152 
oe eee 2634 6 2334 10% 387% 12 3654 
Alpha Portland Cement............. 24 534 20% 11% 2234 14 201. 
ere 475, 1815 555, 39 791g 4814 179 
Amer. Agric. Chemical (Del.)........ 35 1% 48 2544 6734 41% 501; 
American Bank Note............... 2814 8 2514 114 47% «413% 4234 
Amer. Brake Shoe & Fdy........... 42\5 9% 38 19% 41% 21 403% 
MS 55 os 3 55/6 5 0 5 sos 6 00,908 10014 4916 11434 9014 149 110 136% 
Amer. SASS Sera 3934 6% 83% 12 3254 10 30 
EN 0 oi cae 6 oo 0s 0018.8 6144 34 7054 4614 96 66 8734 
American & Foreign Power......... 195, 3% 1334 3% 9% 2 6% 
Amer. International Corp........... 15% 44% 11 4% 11% 4\6 10 
Amer. Power & Light. . . .. 19% 4 1214 3 9% 114 814 
Amer. Radiator & S. S. 19 4% 175% 10 23% 104% 2314 
Amer. Rolling Mill... .. . 31% 534 2814 1344 32% 91534 297% 
Amer. Smelting & Refining 5315 103% 81344 30% 645, 31% 
Amer. Steel Foundries... 27 454 2614 1014 2514 2 2414 
Amer. Sugar Refining. 74 2114 72 46 701, 6014 5014 
Amer. Tel. & Tel... 13434 8644 1254 100% 16014 98% 152% 
aS rea 9434 5034 89 67 107 7434 9714 
Amer. Water Works & Elec. 4314 10% 275% 1254 21% T% 2034 
Amer. Woolen Pfd...... 674 2254 83%4 36 6834 35% 
Anaconda Copper Mining 227% 5 17°34 10 30 8 295% 
Armour Co. of Ill....... Cea ee 6% 3% 6% 3% 5 
Atlantic Refining 32% 123% 3544 21% 28 201% 26% 
Babee Ame... .. 22.2.0 yy 31 57 %% 16% 45% 15 38 
Relation Dorp. WM... ....oscccccee 163% 6% 1034 334 4% 234 4% 
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Chesapeake Corp.................. 5214 14% 
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COE ar eee 1954 4% 
Corn Products Refining............. 905, 4534 
Crown Cork & Seal................ 65 1414 
SPINES POMORAO os 0555.00 oss ce siccee 5914 2034 
CUer-FIAMAIMOL, INC. ..cccc ccc ee BE 444 
D 
IRM es oko oobi nea dice bee 49 534 
er 2914 174 
CSM 55) nb '4'u 6 ows & piece a 6.6:0% 3914 12 
eee 184% 104% 
Du Pont de Nemours............... 963% 32% 
E 
MASA BOGE CO. 6. isc sc cesses 8934 46 
MUOCHIC AUTO TEND, os ics cccccscvccce 27% 10 
Elec. Power & Light................ 15% 3% 
Electric Storage Battery............ 54 21 
F 
Fairbanks, Morse & Co............. 114 2 
Firestone Tire & Rubber............ 31% 9% 
First National Stores............... 7034 43 
Foster Wheeler Corp............... 23 4% 
ge 2 ae 493% 16% 
G 
General Amer, Transpt............. 4314 1334 
ol ar 207% 10% 
Pere 304% 101% 
eee 39% 21 
| eee 71 3514 
General Motors Corp............... 3534 0 
General Railway Signal............. 49% 1344 
General Refractories............... 1934 2% 
Gillette +l er 2014 154 
Glidden Co.. ‘eleteceee vec. 334 
Gold Dust Corp.-.-..........00000. 27% 12 
Goodrich Co. (B. F.).. ikea: ae 3 
Goodyear Tire & Rubber........... 4714 9% 
Great Western Sugar............... 41% 7 
H 
Hershey Chocolate................. 72 35% 
Hudson Motor Car................. 16% 3 
MN IE HII occ v0 cdc ocewees's 734 15% 
I 
EUS ae a 
op oo eer ee 78 19% 
Inter. Business Machines........... 16314 1534 
(OR Cl | eee 6% 
SIREN MERIT ORE Soko cdics aesavcsacs 46 1354 
SS eae 2314 6% 
SR a a 21%4 5% 
J 
DEE PONCOG SECs ss 605530 so0e see 45 23 
eee 6314 124% 
K 
APN ieesieraisie gine inc o's'o 0-2 7's 1554 3% 
Kennecott Copper.................. 6 7% 
Kroger Grocery & Baking........... 355% 1414 
19% 
Corp 79 sri 
Libbey-Owens-Ford . 873% 4% 
tiggett & Myers Tob. B. 993% 494 
0 ee 36% 8% 
Loose-Wiles Biscuit . 4434 194% 
LL Ea eer ere 254 10% 
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3134 
78 
437% 
1114 
37 
4434 
2212 





1934 1935 
Low High Low 
434 4% 1M 
23 6434 3874 
10% 20% 14 
58 95 72 
934 244 11% 
26 57144 34 
24% 5116 21% 
4414 597% 3954 
197% 273, 21 
16% 6814 281% 
12 6534 2416 
10% 28 1314 
1334 2054 11% 
1834 4214 3014 
12% 17% 86 
35 1114% 4534 
23 60 361, 
174% 3534 191% 
3014 653, 3854 
34 614; 36 
2914 937% 31 
9514 93 1216 
93% =i 15% 
6% 1534 33% 
1854 58 3914 
3534 72 5614 
1534 23% 16% 
22 4534 27 
181% $434 16% 
1% 114% 615 
6% 2034 854 
5634 9914 6234 
235, 447, 28% 
1534 34% 151% 
5514 783, 60 
1834 48%, 2314 
37 4715 3914 
11 4635 16 
10% 5834 2234 
21 41 2614 
32 44% 34% 
1444 4815 1714 
80 146144 865 
79 17214 11014 
15 3834 193% 
234 Th 14 
34 5835 39 
3634 17 
13% 28% 18% 
53 5874 443¢ 
84 2754 9% 
2114 305g 1714 
30 4814 325 
644 13% 87% 
16% 407, 2014 
28 3714 30 
51 7214 597% 
2454 5934 2654 
2314 41144 155% 
10% 3144 16% 
814 1914 12 
1554 4915 233 
16 22 1454 
8 135g 734 
184 267, 1534 
25 347%, 2654 
4814 8134 7314 
6% 1716 6% 
1% 3% 34 
1934 363, 231 
4916 121 6014 
131 19014 14914 
1834 36% 22% 
231; 655g 341% 
21 474 2214 
1% 14 554 
33 67 49 
39 9914 4 
1154 184% 10 
16 303% 1334 
2314 321% 22), 
2214 2814 21% 
6814 9534 67% 
2214 49144 214 
7414 120 9414 
203% 65% 31 
iM 415g 33 
1534 2614 1814 
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WHICH STOCKS 
A BUY NOW ? 


—from long-pull view- 
point, what groups best 
for balanced list. 


e 
WILL INFLATION 
SAP Your BONDS? 


—practical, specific ad- 
vice how to hedge your 
holdings against inflation. 


Write for Free Copies 
of Above Reports 


-Babson’sReports- 








i 
1 Div. 22-77, Babson Park, Mass. , 
! Send free copies of reports mentioned 4 
f in The Magazine of Wall Street. ' 
; INGE a dscite ocota siaieiets os Sle Re atid t 
I 
' RUG OES) So cr3tnse Biko ois ivi aia wears acess I 
e i 
Sis saciiaisipriianatnanincineiaasiinipamtieimaiial 








STOCKS — BONDS 
COMMODITIES 


Folder explaining margin requirements, commission 
charges and trading units furnished on request 


Cash or Margin Accounts 


Inquiries Invited 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
and other leading exchanges 


60 Beaver St. New York 














POINTS ON TRADING 
and other valuable information for 
investors and traders in our help- 
ful booklet. Copy free on request. 

Ask for booklet MC 6 { 
Accounts carried on conservative margin. 


(HisHOLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 




















Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir& (a 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 

















To Presidents: 
Create Investor Confidence by 
Advertising the Fact That 
You Pay Dividends Regularly! 

















Stocks Up Or Down 19367 


The stock market for 1936 will be 
mixed and uncertain due to presidential 
election, action by Congress and events 
in Europe. Some stocks will advance 
while others decline. You will need ex- 
pert advice to avoid losses, and can de- 
pend on our Master Time Factor and 
Cycle Theory to guide you right. Our 
method has stood the test for years. 


Our 1935 Forecast, issued November, 
1934, foretold the 1935 bull market 
from August to November. With our 
1986 FORECAST—NOW READY—you 
can plan your market campaign for the 
new year and take advantage of the long 
pull trend or minor swings. Price $100, 
including monthly supplements giving 
list of best stocks to buy and sell, Tri- 
weekly Letter and 1936 Forecast, $150 
per year, or Weekly Letter with Fore- 
cast $125. Tri-Weekly Letter alone $15 
per month, 


COTTON AND WHEAT will be very 
active during 1936 with some profit-pay- 
ing moves. Our Forecast will help you 
to trade to better advantage. Cotton 
Forecast $100; Grain Forecast $100. 
Either Forecast with Tri-weekly Com- 
modity Letter, $150 per year. Tri-weekly 
Letter alone $15 monthly. 


PERSONAL SERVICE: Traders and 
investors with accounts of $3,000 and 


up, will profit by subscribing to Per- 
sonal Service. Details on request. 


1935 Forecast and proof of 
accuracy free—Ask for C-28. 


W. D. GANN SCIENTIFIC 
SERVICE, INC. 


88 Wall Street, New York, N. Y. 











—ofTT ro 


A LOW-PRICED STOCK 
FOR LARGE PROFIT 


We have selected a cheap stock which appeals 
‘o us as being one of the most attractive 
speculations on the New York Stock Exchange. 
It is selling much below its prospective value. 
Chose who buy this stock could make excellent 
profit during coming months. 





The security in question is within the reach 
»f all investors, selling for around $15 a share. 
The company has greatly improved prospects. 
Business is expected to expand sharply. Earn- 
ings could pick up rapidly. Even now a small 
lividend is being paid. In short, this is truly 
1 bargain stock. 


The name of this stock will be sent to you ab 
solutely free. Also an interesting booklet, 
‘MAKING MONEY IN STOCKS.’’ No charge 
—-no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 699, Chimes Bldg., Syracuse, N. Y. 

















Over 6000 inquiries a month 
from our readers—is proof 
of the continued proven 
reader interest—that would 
greet your advertisement in 
The Magazine of Wall Street. 


* for advertising rates, cir- 
culation breakdown and 
other information address 
the Business Manager. 
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M High 
I REID acc cc cc cuesnenee 4634 
tf | ta ere 6534 
Mathieson Alkali.................. 4654 
Gy MO III 5 oon cc cccecceces 
McIntyre, Porcupine............... 4836 
McKeesport Tin Plate.............. 95°24 
BROGtR MERGED OO... 2. cc ccc cece 
Monsanto Chemical................ 83 
BEM, WVMNE ME TOD... ccascesccsscc. MSHS 
N 
PRE OD so 5 5 0.s-6'n5is soo 5000 s08 27 
OS een 605, 
National Cash Register............. 235, 
National Dairy Products............ 2534 
National Distillers................. 3514 
National Lead’ Co... ........c0cc00% 140 
National Power & Light............. 2014 
National Steel.......... .. 55% 
N. Y. Air Brake .... ; .. 234 
North American Co................ 3616 
oO 
EEE 254 
eee eee 9634 
P 
Pacific Gas & Electric.............. 31% 
Pacitic Lighting... ......ccscoers- @8% 
co DS See 6% 
Paramount Pictures................ Se 
ED as 6 cab pies oway ans 56 
enick & Ford..... 6034 
Phelps Dodge Corp. woos OH 
Phillips Petroleum................. 1834 
Pillsbury Flour Mills............... 2214 
Procter & Gamble. ................ 47, 
Public Service of N. J.............. 57% 
PCM CG ons ak bcs sscces sce 58% 
R 
Radio Corp. of America............. 1244 
Radio-Keith-Orpheum.............. 53% 
Raybestos-Manhattan.............. 205¢ 
re 114% 
Tree 23 
Reynolds (R. J.) Tob. CI. B......... 54% 
Ss 
EN ON i cos 56 5 vba vs eee 6 6234 
Schenley Distillers................. 47 
ee? 47 
En sins stab ad nese nduee 714 
a ere 13% 
ae errs 1154 
my-Vacuum Corp............... 17 
EIR Sods ss 55-00-0100 8 on 600 28 
Oe ee 21% 
Ferre 
EME ave\we +4 6:810.4405 45 
1 ee ee wale 
ol & Se 474 
ere eee 63 
ees ad ee 1115 
Stone & Webster.................. 1914 
a a 
T 
Texas Corp..........0ecsessscecses 301 
Texas Gulf Sulphur................ 4534 
Tide Water Assoc. Oil.............. 11%4 
Timken Roller Bearing............. 3546 
Tri-Continental Corp............... 834 
U 
Underwood-Elliott-Fisher........... 3914 
Union Carbide & Carbon............ 617, 
Oe 6S eae 2334 





Pipe & Fdy............ Saaete a2 


PEED, soo eba's cane sssss OR 
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PNNnnnDD 
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Wei SINE v6 oc os n.c2 <0 bce eisis 3614 
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Warner Brothers Pictures........... 9 
Lee. eee 77 
Westinghouse Air Brake............ 35 
Westinghouse Elec. & Mfg.......... = Z 
3 
5 


CONST 
NRORAR 


Woolworth Co. (F. W.)...... 
Worthington Pump & Mach... sis 
Webley CWMm., FF.) . oon cece ccceese 

* Including extras. + Paid this year. 
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Happening in Washington 
(Continued from page 315) 








tions with the Government on a friend- 
ly basis. Others believe that the best 
policy is almost a truculent one in deal- 
ing with the Government—or at least 
a coldly polite relationship in which 
nothing is volunteered and nothing is 
offered in propitiation. There is no 
difference between these groups in their 
dislike of the New Deal, but one group 
is convinced that notwithstanding the 
hostile drift of public opinion regard- 
ing the Administration at present, the 
cold realities are that Roosevelt will 
probably be re-elected. It might be all 
right to invite him to battle during this 
election year, which is to be a year of 
great bitterness anyway, but to take the 
President on for four years more of 
vindictive enmity doesn’t look so good. 


Advocates of roughhouse methods 
insist, however, that this Adminis- 
tration in practically all its agencies 
and bureaus is as unreliable as a 
rattlesnake in all co-operative en- 
deavors, and that the safest policy 
is simply to treat it as an enemy and 
conduct necessary relations as those 
of a truce which is certainly going to 
return to war. 





Answers to Inquiries 
(Continued from page 342) 








in your understanding that the stock of 
National Dairy Products cannot be re- 
garded as an inflation hedge. On the 
other hand, assuming that we are go- 
ing to have no difficulties of that kind 
over the next year or two, at least, the 
stock is believed to have merit on an 
income basis. The fact that the shares 
are preceded by sizable amounts of de- 
benture bonds and preferred stock fur- 
nishes considerable leverage to the jun- 
ior equity and indicates earnings of 
sufficient extent to support higher prices 
given but a slight further improvement 
in net. Despite the profit which you 
have on this stock at the present time, 
therefore, we believe that further re- 
tention is desirable. 


PAN AMERICAN AIRWAYS 
CORP. 


I have been holding Pan American Air- 
ways for a number of months, and despite 
the improvement registered by the average 
run of stocks during that period, this issue 
has remained almost stationary. Do you 
feel that the prospects are such as to justi- 
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fv continued retention of my holdings er 
would a switch to some other situation be 
more desirable ?—B. Charleston, 
S 


Pan American Airways Corp. was 
incorporated as Aviation Corp. of the 
Americas in 1928 as a consolidation of 
the businesses of Aviation Corp. of 
America and Atlantic Gulf & Carib- 
bean Airways, Inc. Subsequently, the 
history of the company has been a 
series of new acquisitions. The com- 
pany assumed its present title in 1931 
and as now constituted represents one 
of the largest and most aggressive air- 
craft transport systems in the world. 
Directly, or through afhliates, the com- 
pany now operates some 32,000 miles 
of airways, connecting the United 
States with practically all important 
South American countries. as well 
Mexico, the West Indies and the Far 
East. Recently, it was announced that 
an agreement had been reached between 
the company and Imperial Airways, 
Ltd., for the joint operation of a trans- 
Atlantic service. Experimental service, 
according to present plans, is to begin 
about March 15, 1936. It is apparent 
that potential traffic on a transatlantic 
route is tremendous, although the prob- 
lem of plane types and technical factors 
is a serious one in view of the vast dis- 
tances involved. Initially it is planned 
to employ American Clipper flying 
boats, which seem particularly well 
adapted to long distance flights of this 
character. While it is true that Pan 
American Airways stock is rather liber- 
ally priced in relation to latest reported 
earnings, it is equally true that with 
passenger and freight trafic showing 
constant growth and with further im- 
provement indicated with the develop- 
ment of new and more efficient 
planes, the prospects are distinctly 
promising. Financial condition of the 
company is strong and it is thereby in a 
position to constantly improve the type 
and scope of its services. Despite lower 
air-mail rates, therefore, we believe you 
will do well to retain the stock in your 





account with the reasonable expectation 
ot sizable appreciation in the future. 


UNITED AIRCRAFT CORP. 


When United Aircraft was selling at $14. 
! was impressed by your analysis of this 
company. The 200 shares I bought at thai 
time now show 8 points profit. At this 
level, do you feel that this company has 
about discounted its early prospects? What 
are your views on the 1936 outlook? 7 
I’., Baltimore, Md. : 





In spite of the profits which you have 
in your United Aircraft stock, we see 
no reason at the present time for the 
hasty liquidation of your holdings. We 
do not feel that the early prospects for 
this company are discounted by the cur- 
rent price of the shares, and at the 
present time United looks as though it 
were going to have a very worth while 
year. Operations of the company for 
the quarter ended September 30, 1935, 
reported a net income of $237,833 
equivalent to 11 cents a share on the 
common stock. For the first nine 
months of 1935 earnings amounted tc 
$491,313 or 24 cents a common share. 
whereas operations for the previous 
nine months were in the red. Late in 
November it was stated that orders 
then on the books of the company were 
the heaviest since 1929, and as a con- 
sequence, operations for the final quar- 
ter of 1935 are expected to show a 
profit in excess of the 11 cents a share 
reported for the third quarter of last 
year. This company now confines it- 
self entirely to the manufacture of air- 
planes, engines and parts, and owns 
approximately 99% of the Sikorsky 
Aviation Corp. Comparatively _ re- 
cently, Pan American Airways placed 
a very large order for Sikorsky planes 
with United Aircraft and with the 
further public interest in air transpor- 
tation on a large scale the trend of the 
manufacturing industry is likely to be 
up not only for the current year, but 
for 1937 as well. In addition to this 
particular demand, there is the ever- 





MARKET STATISTICS 


N. Y. Times 
N. Y. Times Dow, Jones Avgs.-—~ 50 Stocks——_—-— 
40 Bonds 30 Indus. 20 Rails High Low Sales 

Monday, December 16.... 83.28 139.11 39.55 110.90 109.21 1,401,500 
Tuesday, December 17. i 83.30 140.60 40.08 110.69 109.18 1,391,690 
Wednesday, December 18... 83.86 140.10 40.00 111.26 110.03 1,691,745 
Thursday, December 19.. 83.31 138.94 39.50 110.30 109.32 1,264,080 
Friday, December 20........ 83.30 139.50 39.77 110.33 109.26 1,412,420 
Saturday, December 21...... 83.39 140.19 39.76 110.50 109.74 1,097,550 
Monday, December 22...... 83.44 140.58 39.47 111.19 109.95 1,914,830 
Tuesday, December 24...... 83.43 141 53 39.59 111.28 110.20 1,705,113 
Wednesday, December 25... HOLIDAY—EXCHANGE CLOSED 
Thursday, December 26..... 83.53 141.54 39.72 111.99 110.77 2,336,137 
Friday, December 27........ 83.38 141.58 39.43 112.39 110.82 2,139,066 
Saturday, December 28...... 83.38 149.76 39.39 111.81 110.35 1,140,190 











broadening demand arising from war 
threats and from the competition, in- 
ternational in scope, for the most mod- 
ern weapons of warfare. While there 
is no way of knowing specifically just 
what proportion of this business United 
may be expected to get, nevertheless, 
it may safely be assumed that it will get 
a fair ratio and further holding of the 
shares should prove worth while. 


NATIONAL SUPPLY CO. 


I understand that National Supply Co. 
has been able to cut down its net loss very 
considerably and is situated to profit from 
a better outlook in the oil machinery indus- 
try and Diesel engine demand. In view of 
this, do you look favorably on this com- 
pany for 1936?7—O. J. L., San Francisco, 
Calif. 

Your understanding is correct, and we, 
too, feel that the National Supply Co. 
is situated to profit materially from the 
better outlook in the oil machinery in- 
dustry and also because of the Diesel 
engine demand. As a matter of fact for 
the twelve months ended September 30, 
1935, the net income of National Sup- 
ply amounted to $416,010, which was 
equivalent to $2.50 a share on the 7% 
preferred stock. For the twelve months 
ended September 30, 1934, however, 
the deficit which this company incurred 
amounted to $1,152,041. As _ of 
September 30, last, current assets 
amounted to $31,677,595, of which 
over $8,000,000 was in cash and mar- 
ketable securities whereas current 
liabilities amounted to $4,229,494— 
little more than half the amount of cash 
and marketable securities. As of that 
date also the equity per share on the 
common stock amounted to $30.07. 
For comparative purposes, operations 
tor the first nine months of 1935 have 
been the most profitable since 1930. 
During the last quarter of 1934 it was 
officially stated that the pipe business 
tor new oil wells and machinery for 
pumping equipment was decidedly bet- 
ter than it was a year ago and the 
Diesel engine business of the company 
was reported to be better than it had 
been for a number of years—the Diesel 
engine factory, as a matter of fact, be- 
ing unable to deliver most specifica’ 
tions sooner than six or eight weeks. 
In view of the factors enumerated, 
therefore, we do look favorably upon 
this company for 1936, and in your 
case feel that you would do well to sit 
with your holdings over a_ longer 
period of time. 


UNITED BISCUIT CO. OF 
AMERICA 


[ have 150 shares of United Biscuit 
bought at 29. Since the baking companies 
have not participated as fully as other com- 
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panies in the business improvement to date, 
do you believe they can do better from now 
on? Do you consider the dividend se- 
cure?—C. T. U., Philadelphia, Penna. 


While the response in the early stages 
of the business revival has not been as 
pronounced in the case of United Bis- 
cuit Co. as in the case of many indus- 
trial organizations, evidence of improve- 
ment is not lacking. Reported earnings 
for the first nine months of 1935 fell 
short of those for the preceding com- 
parable period, but a decided improve- 
ment occurred in the September quar- 
ter and indications are that this im- 
provement carried through the final 
quarter of the year. Early in Novem- 
ber, the company announced that it 
had called for redemption on January 
15, 1936, 1,060 shares of preferred 
stock at 110 a share and accrued divi- 
dend. Early in 1935, through the flota- 
tion of $5,000,000 of 5% debenture 
bonds, the company retired $2,818,000 
of 6% debentures, subsidiary company 
debt and current notes payable to the 
total $802,117 and provided the trea- 
sury with ample liquid funds with 
which to finance an expansion program, 
whenever it may be feasible. Thus, the 
company is well fortified to handle ex- 
panded sales, an expectation not with- 
out a reasonable basis. An analysis in- 
dicates the probability that full year 
earnings will at least approximate divi- 
dend requirements, possibly show a 
slight excess. While this industry is 
not expected to enjoy any sharp increase 
in earnings over the near term, im- 
proved public purchasing power in the 
later stages of recovery will doubtless 
lead to increased business in the higher 
profit margin products of the company, 
which should be reflected in quotations 
for the stock. 


R. J. REYNOLDS TOBACCO CO. 
What progress may I reasonably expect 
in my R. J. Reynolds “B” in 1936? Would 
this stock benefit greatly by abrogation of 
the A A A ? Do you advise continued 
holding for income and price enhance- 
ment?—T. I. E., Chicago, Illinois. 


Strong financially and with demon- 
strated stability of earning power, 
Reynolds Tobacco Co.'s stock is rightly 
regarded as a dependable investment 
issue. Marketwise, as investment de- 
mand broadens, and the supply of suit- 
able mediums becomes more restricted, 
Reynolds which so well meets investors 
requirements, should move upward in 
response to that situation. Earnings in 
the immediate future will undoubtedly 
be influenced by further growth in sales 
of its “Camel” cigarettes, and by reduc- 
tion of operating costs. It has been 
pointed out that cigarette consumption 
in this country is still well below the 
saturation point. While costs of pro- 
duction have increased, only a moderate 


increase is looked for in the coming 
year; and to some extent higher costs 
may be tempered by lower processing 
taxes. Benefit to Reynolds if the AA A 
were to be ruled unconstitutional may 
to some extent be measured by the state- 
ment by the Chairman of the Board 
that processing taxes added approxi- 
mately $7,000,000 to taxes paid by the 
company in 1934. However, in Octo- 
ber, 1935, the taxes on cigarette types 
of tobaccos were reduced and this should 
result in a sizable saving to the com- 
pany. It must also be considered that, 
since the A A A program has effected 
a substantial increase in the cost of leaf 
tobacco a corresponding saving to cigar: 
ette manufacturers would be effected 
from its entire cancellation. Operations 
for 1934 resulted in earnings equal to 
$2.15 a share, in spite of such important 
factors as increased raw material costs 
and higher taxes operating to restrict 
earning power. Against total current 
assets of $133,581,617, current liabili- 
ties totalled only $7,735,549 at the close 
of that year. Holdings of government 
bonds and cash equalled $34,161,950. 
For income, and for the reasonable ex- 
pectation of enhancement in value, we 
suggest retention of your holdings in 
Reynolds Tobacco. 


STUDEBAKER CORP. 


Is Studebaker definitely on the road to 
success? Are my expectations for sub- 
stantial abpreciation on 200 shares bought 
at 5 justified? Can the company success- 
jully compete against the “big-three” low- 
priced cars?—E. S. A., Los Angeles, Calif. 


While your question as to whether 
Studebaker is definitely on the road to 
success can only be answered by 
future developments, the manage: 
ment certainly seems to be bending 
every effort to overcome the sales re- 
sistence experienced generally by weaker 
units in the industry. Prior to the 
two-year receivership which was termi: 
nated in March, 1935, Studebaker had 
long maintained an enviable record in 
the industry and its well-known name 
should prove of tangible aid from a 
sales standpoint. Under present con- 
ditions, production of from 6,000 to 
6,500 cars a month are understood to 
be necessary to “break even.” In this 
connection, it was recently reported 
that the company planned to build 
8,800 automobiles in the month of 
December, which would be an increase 
of 2,800 over November’s output, and 
a gain of 33% over December, 1934. 
The present management of the com- 
pany is recognized as among the most 
aggressive in the industry, and is ac- 
tively engaged in building up a strong 
dealer organization. The Commander 
model has been discontinued, produc: 
tion now being concentrated on two 
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price groups which are designated as 
the “President” and “Dictator” models. 
Of course, the company continues to 
manufacture commercial vehicles rang- 
ing in size from 1 to 4 tons. This 
department is reported to have enjoyed 
a marked improvement during recent 
months, the greatest percentage in- 
crease occurring in the heavy duty 
models. From the date of reorganiza- 
tion, March 9, 1935, to September 30, 
1935, the company showed a net loss 
of $1,192,760. This was incurred 
largely in the September quarter when 
the loss totalled $1,104,923, and was 
due largely to cost of introducing new 
nodels in November instead of in Janu- 
ary, aS was previously customary in the 
industry. The balance sheet of the 
company dated September 30, 1935, 
showed current assets of $10,595,440, 
sacluding cash of approximately $5, 
500,000, and current liabilities of $2,- 
997,519. The 2,140,869 shares of 
common stock are preceded by $6,843,- 
804 in 6% convertible debenture bonds. 
This capitalization suggests the possi- 
bility of worth-while earnings on the 
common stock if the management is suc- 
cessful in meeting the keen competition 
indicated from the larger and more 
firmly entrenched organizations in the 
field. For one recognizing the risk in- 
volved in a situation of this type, how- 
ever, retention on the basis of longer 
term profit potentialities is advised. 


SKELLY OIL Co. 


I have 9 points profit on Skelly Oil now, 
and would like to have some information on 
my prospects for the coming months. Shall 
I take my profit, or do you think this stock 
os move higher?—T. R. W., Denver, 

00, 


Skelly Oil Co. operates as a com- 
plete unit, possessing ample low-cost 
crude resources, efficient refineries and 
transportation facilities. It is in an 
excellent position to take advantage of 
generally improved conditions through- 
out the industry in evidence at the 
present time. Reflection of this im- 
provement is found in the report of 
earnings for Skelly for the first nine 
months of the current year. Gross in- 
come at $22,042,644 showed a satis- 
factory increase over the $18,802,066 
reported for the corresponding period 
in 1934. Operating income of $1,561,- 
758, was more than double that re- 
ported in the 1934 period. Total in- 
come was sufficient to cover bond inter- 
est requirements more than 4!/7 times, 
leaving a balance equal to $23.51 a 
share on the preferred stock, and a 
balance equal to $1.26 a share on the 
common stock after allowing for pre- 
ferred dividend requirements for the 
period. Last year, earnings on the com- 
mon stock for the period were 25 cents. 

Changes in the capitalization are in 
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prospect according to announcement. 
At present the company has outstand- 
ing $9,544,000 of 5Y%2% debentures 
which mature on March 1, 1939. Pre- 
ferred stock (6% $100 par) is out- 
standing to the amount of $6,700,000 
cn which dividend arrearages will total 
as of February 1, 1936, $28.50 a share. 
Announcement is made to the effect that 
maintenance of improved earning pow- 
er demonstrated during recent months 
(a reasonable prospect) should permit 
refunding of the bonds on a favorable 
basis, and attention to preferred stock 
dividends. An accounting adjustment 
which would eliminate a deficit in con- 
solidated surplus of approximately $4,- 
400,000, or $1,302,000 in excess of the 
capital surplus, actuates a proposal to 
reduce the par value of the common 
shares outstanding from $25 to $15. 
No change in the number of outstand- 
ing shares would be necessary, and 
stockholders have been asked to take 
action on this proposal at their meeting 
January 3. Wé5:th more stable condi- 
tions now prevailing throughout the 
industry, and with the prospect of 
maintenance of gasoline prices at a 
satisfactory ievel, the outlook for Skelly 
Oil in our judgment is favorable. We 
suggest that you retain your holdings of 
this stock. 





Forecasting Presidential 
Possibilities 
(Continued from page 313) 





the nomination if there were a general 
conviction that the drift of the times 
is such that the Republicans must have 
a “liberal” leader to have a chance of 
winning. Just now there is a strong 
set of the tide toward denouncing prac- 
tically everything that Roosevelt has 
done, and as time goes on and Hoover 
becomes more and more the personal 
incarnation of returning national san- 
ity, the dramatically inclined American 
people may be swept over to enthusias- 
tic acceptance of the man who left the 
White House in March, 1933, in com- 
plete eclipse. 


Is the Country Fed Up on Change? 


The real issue of the campaign is to 
be essentially that of conservatism ver- 
sus innovation. Roosevelt has no hope 
or wish of identifying himself with the 
conservative groups. Because a condi- 
tion of national well-being is always fa- 
vorable to the man in the White House 
when economic considerations are up- 
permost in the public mind, the Presi- 
dent will intentionally do little to dis- 
turb business in the remaining months 
of his term. But in the campaign he 
will stand on a platform which will laud 


his liberal achievements and promise 
that the good work shall continue. It 
is as yet uncertain whether his plat- 
form will favor constitutional amend- 
ments. That will depend upon the 
fateful decisions the Supreme Court 
will be rendering between now and 
next summer on the legal foundations 
of the New Deal. 

When we set Hoover and Borah 
aside, the Republicans are woefully defi- 
cient in magnetic popular leadership. 
There are no great figures—none to 
compare with Roosevelt. A number of 
men have been mentioned who would 
certainly acquit themselves well as 
President, but not one who starts with 
a powerful personal appeal. Landon, 
Knox, Vandenberg—none of them on 
his record is an outstanding popular 
leader. Landon has a certain geographi- 
cal and farmer pull, Knox is the real 
Hoover alternate, Vandenberg has a 
progressive inclination which would 
make him the Borah heir without un- 
duly offending the die-hards. Outside 
of Vandenberg there is no Republican 
in Congress who is being thought of as 
the Republican leader, but Senator 
Dickinson might develop into a dark 
horse in the way that Harding did. 
Ogden Mills dreams that he might 
have a chance, but, while the populace 
can acclaim a modern Mirabeau like 
Franklin Roosevelt, who springs from 
the fortunate classes, it will hardly ac- 
cept a Mills. 


Republican Suppression of Personalities 


In these circumstances the drift of 
Republican planning is toward keeping 
the party from becoming deeply in- 
volved with either Borah or Hoover, 
and with the suppression of ballyhoo 
for the minor men. The idea is to have 
the national convention a calm deliber- 
ate body meeting in discreet conference 
for the purpose of drafting a platform 
which will appeal to the greatest num- 
ber of people in all the zones of per- 
manently conservative (or conservative 
on the rebound) people and choosing 
a candidate for President who if he does 
not strongly attract support will not 
repel any that might conceivably come 
to a Republican nominee. As a mat- 
ter of mathematics, the plan is to draw 
up a platform that will hold the 16, 
000,000 votes Hoover had in 1932, 
recover as many as possible of former 
Republicans who voted for Roosevelt, 
and tap the old-line Democrats who feel 
that their party has been stolen from 
them. Some way must be sought to 
reassure the farmers and conciliate or- 
ganized labor. Fortunately for the Re- 
publicans they can go far in this direc- 
tion with alienating their regulars, who 
will make due allowances for political 
exigencies. The Democrats have no 
problem of candidates and little of plat- 
form. Their problem will be mainly one 
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of keeping words out of their program 
that will terrify the millions of born 
conservatives who always vote Demo- 
cratic and alarm other millions who 
think the country has already had 
more reform and innovation than it can 
comfortably stomach in one dose. The 
Democrats have the immense advantage 
of having the outstanding political per- 
sonage of the day as their certain 
leader. There will be no radical third 
party of any presidential import. To 
the Republicans belongs at present the 
advantage of having the blind trend of 
public opinion. To the Democrats goes 
the advantage of a mighty nation gal- 
loping back to prosperity. 








Southern Pacific 
(Continued from page 337) 








A brief outline of the facts in the 
case should clear up this misunder- 
standing. In the first place, Southern 
Pacific bought about 88% of St. Louis 
Southwestern stock to protect its lines 
in the Southwest, chiefly in Texas. 
With the formation of the so-called 
Gulf Lines, controlled by Missouri Pa- 
cific, and with the aggressiveness of the 
latter system for trafic, Southern Paci- 
fic found friendly connecting lines for 
many years turned into active competi- 
tors for traffic. The activities of Mis- 
souri Pacific and some of its subsidiaries 
cut Southern Pacific off from a free 
interchange of traffic with several 
North and South lines. 


Secondly, it was imperative to South- 
ern Pacific to have such connections and 
a direct outlet to St. Louis. 

Thirdly, it was learned that the Van 
Sweringens were contemplating buying 
control of St. Louis Southwestern as 
well as Missouri Pacific. These are the 
chief reasons why Southern Pacific ac- 
quired stock control of St. Louis South- 
western, commonly known as Cotton 
Belt. The original investment was $20,- 
037,000 cash and 4,894,500 shares of 
Southern Pacific stock in exchange for 
preferred and common shares of the 
Cotton Belt. While it is officially ad- 
mitted that in the light of the big slump 
in all securities in the last few years, 
the prices paid for Cotton Belt shares 
were too high, still there has been no 
occasion for Southern Pacific to regret 
the investment, on the basis of the 
three outstanding reasons given for the 
acquisition. It is confidently expected 
that while Cotton Belt is in bankruptcy 
Southern Pacific will continue to enjoy 
all the traffic advantages from the Cot- 
ton Belt ownership it did previously. 

In the meantime there are likely to 
he various developments compensatory 
to Southern Pacific, which appear to 


have been misunderstood also, or per- 
haps not even known generally. In this 
connection it should be realized that 
Cotton Belt has not been a financial 
drain on Southern Pacific. The latter's 
investment is still confined to money 
and its own shares put into the stock at 
the start. Southern Pacific has not ad- 
vanced money to Cotton Belt for in- 
terest or other obligations and does not 
intend to. It has only guaranteed a loan 
from R F C for $17,882,500. 

Southern Pacific intends to protect its 
guarantee of the Cotton Belt loan from 
R F C. This may result in Southern 
Pacific getting the Cotton Belt bonds 
pledged as collateral. They are $23,- 
903,000 General and Refunding 5s and 
$474,000 Illinois & Missouri Bridge 
lst 4s. When that transaction is com- 
pleted Southern Pacific is likely to be 
a substantial bondholder in Cotton Belt 
as well as the owner of nearly 90% of 
the stock. 

Obviously, Southern Pacific will be 
vitally interested in the reorganization 
of the Cotton Belt and in all probabil- 
ity will be the proponent of the princi- 
pal plan to be submitted to the I. C. C. 
and R F C, when the general situation, 
earnings and investment conditions are 
favorable. 

It is more than a good guess that 
Southern Pacific’s plans with respect to 
Cotton Belt include leasing the pro- 
perty, with a guarantee of fixed charges 
and making that road a part of the 
parent system. The reorganization plan 
is likely to provide for cutting the pres- 
ent fixed charges about in half. It is 
understood that Southern Pacific is not 
willing to consider a guarantee on more 
than that part of the present $3,000,000 
and a little more. Under the reorgani- 
zation plan the other charges would 
be contingent upon earnings. 

While such a plan would seem rather 
severe to the bondholders, among whom 
the Southern Pacific may be included, 
it will greatly strengthen the position 
of its large stockholding and that of 
minority holders as well. 

Accordingly, with such a reorganiza- 
tion plan and a still more favorable 
agricultural and general business con- 
dition, the Cotton Belt might easily 
turn out to be a substantial earner, as 
well as a valuable traffic connection and 
outlet for Southern Pacific. 

The geographical position of South- 
ern Pacific is well known. Its lines 
extend from San Francisco to New 
Orleans and by reason of the Cotton 
Belt to St. Louis. Its freight traffic is 
widely diversified. Agricultural prod- 
ucts in recent years have averaged from 
25 to 30% of the total freight traffic 
handled. The movement of those com- 
modities this year has been substan- 
tially larger than for 1934, and has 
been reflected in the earnings, an out- 
line of which has been given. It should 


be borne in mind that Southern Pacific 
lines cover such an extensive and big 
trafic producing territory that, with 
the great economies in operation that 
have been put into effect in recent 
years, its earnings may be expected to 
increase rapidly, as traffic is available. 
This has been clearly demonstrated by 
the results for 1934 and 1935. 








Your Investment Holdings 
(Continued from page 317) 








prosperous in 1935 and who can rea- 
sonably hope to do still better during 
the coming year; then there are the 
makers of electrical equipment who, it 
is expected, would be greatly benefited 
by the invalidation of the Public Utili- 
ties Act on the part of the Supreme 
Court. If it were not for the political 
uncertainty which has surrounded the 
utilities they would long ago have 
bought large quantities of equipment to 
replace old and to take care of the 
record demand for electricity. Finally, 
both lists contain a suggestion for direct 
participation in the building industry. 
There are valid reasons for believing 
that the improvement in building that 
has taken place in 1935 is but a taste of 
what is to come. The potential demand 
for construction of almost every type 
is enormous. During the years of de- 
pression, the industry stagnated, but 
now with the Government virtually 
underwriting the mortgage situation, 
and with the price of real estate rising, 
it is dificult to see what is to prevent 
over the near future something ap- 
proaching a boom in building. 

Possibly it may seem curious after 
what has been said of common stocks 
that the suggested investment port- 
folios should contain any bonds and 
preferred stocks at all. It is true that 
in some respects there is an incon: 
sistency here. If we are in an inflation- 
ary setting and business is to register 
further improvement, then a diversified 
selection of common stocks is certain 
to be a more profitable holding than 
fixed income securities. On the other 
hand, there is always a possibility of 
having misjudged the time factor in a 
situation of this sort. Because of their 
relative stability of price, enabling them 
to be liquidated with little or no loss 
should the occasion arise, and because 
of the security of the income afforded, 
bonds and preferred stocks have a place 
in every portfolio regardless of the 
prospect. In the portfolios suggested 
here, the position occupied by sound 
bonds and preferreds is relatively small 
and, such are the times, this is as it 
should be—but to cut them out alto 
gether would be a mistake. 
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Practical Investment Suggestions .... 


“A Successful Investor’s Letters to His Son” made its first appearance 
in December of last year and has since had eleven reprintings—which 
is recommendation enough for any book. Written in a simple, 
straightforward style, it states the investor’s problems, common mic- 
takes and misconceptions. 


The book is in the form of a series of twenty-one letters which can 
be read in a couple of hours, or studied at length. The author, Mr. 
H. G. Carpenter, has behind him twenty years of investment experience 
and is regarded as an authority on the investment banking business, 
on investment trusts and on American securities. 





An Administration of ‘“‘Good Intentions”... . 


The general treatment of Mauritz Hallgren’s “The Gay Reformer: 
Profits before Plenty under Franklin D. Roosevelt” should fit in nicely 
with the coming Democratic campaign, even if its specific analysis falls 
short as a convincing recommendation of the current standard bearer. 
Without going too deeply into the happenings of the present adminis- 
tration which have served to bring the New Deal into sharp contro- 
versy, Mr. Hallgren dwells provocatively upon Mr. Roosevelt’s personal 
motives and intentions. 





If the book becomes almost a Marxian interpretation of the man—if it 
accuses Mr. Roosevelt of paving the way toward Fascism—then it is 
because the author’s sincere and sympathetic summary allows no other 
implication. Mr. Hallgren sees the President as “a straw in the wind 
but always, somehow, tethered to the profits system.” There has been 
no planned program of administration at all. As the elder Roosevelt 
ruled Hyde Park with “confident and friendly leadership” which made 
life for the boy, Franklin, run smoothly and efficiently—so has the 
President attempted to handle the affairs of the nation. It has been 
Mr. Roosevelt’s head, not his heart, which has excited opposition, 
avers the author. 





Men Who Have Made Economic History... . 


In 1929, America discovered for the first time in its eventful financial 
history that it could not “cure a depression through a series of bank- 
ruptcies”—which has usually brought previous periods of panic to a 
speedy close through a violent correction of over expansion of in- 
debtedness. Furthermore, the support of financial Europe was lacking 
—a factor which had been important in previous recoveries. Such is 
the conclusion of Frederick Lewis Allen’s newest book “The Lords of 
Creation” which reviews tbe striking episodes of American finance and 
industry, from 1900 to the present-day complexities of the New Deal. 


This book is not a biographical study of captains of finance, as may 
be inferred from its title. Instead, the book uses boom and panic 
periods to illustrate the character of the financial leaders in whose 
hands the American money power has been concentrated. The narra- 
tion is carried through the formation of the U. S. Steel Corporation, 
the Northern Pacific panic of 1901, the history of the Standard Oil 
Company, the panic of 1907, the “Money Trust investigation” of 1912, 
through the influences which frustrated Hoover’s relief measures and 
down to the policies introduced by the Roosevelt administration. Mr. 
Allen’s work is presented with a careful adherence to detail and is 
unquestionably an important new contribution to American economic 
history. 
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As I See It 
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he recognizes the gap between the ap- 
pointment of a sanctions advocate and 
the application of sanctions. He knows, 
moreover, that actual hostilities can start 
only if Italy is the aggressor. Mean- 
while, he continues to build up further 
raw material supplies, particularly 
petroleum, and prosecutes his campaign 
of conquest in Ethiopia. No foreign 
policy suits his desire more satisfactorily 
than the delay which marks the pro- 
ceedings of the League or the foreign 
offices of the Continent. 

Pending the next overture of peace, 
he will take his chances on securing 
Continental or Asiatic oil; and failing 
these, he will profit by the delay, and 
possibly the loopholes, in any additional 
neutrality legislation from the Ameri- 
can Congress. 

Of course, Il Duce is playing a lone 
hand in a precarious game—one that he 
cannot lose, either diplomatically or on 
the field of battle, if he is still to main- 
tain his Dictatorship. But so long as 
life is in him, he plays it in a way to 
command admiration for his courage and 
diplomatic sagacity whether one be- 
lieves his cause to be right or wrong. 





Certain-teed Products Corp. 


(Continued from page 325) 





tire funded debt. There are 63,004 
shares of 7% preferred stock and 382,- 
300 shares of common stock outstand- 
ing. Manufacturing a line of roofing 
materials, floor coverings, insulation 
and other materials used in building 
construction, operations and profits of 
the company have been severely re- 
stricted in recent years by the practical 
cessation of residential construction. 
Fixed charges have not been earned in 
the past six years, after nearly a quarter 
of a century of profitable operations. 
This year, however, promises to appre- 
ciably extend the revival of home build- 
ing in evidence during the past year. 
In the meantime the company is well 
fortified with liquid resources, and sink- 
ing fund payments have been antici- 
pated until 1939. In the first nine 
months of 1935, the company reported 
total income of $462,195, sufficient to 
cover interest charges and taxes by a 
margin of nearly $38,000. While the 
volume of business has continued sub- 
normal, encouraging improvement was 
reported by company officials. This 


condition has doubtless been responsi- 
ble for the recovery of the debentures 
from a low of 631% in 1935 to current 
levels around 96. Not a high grade 
issue, the debentures may at least be 
rated a currently secure vehicle for in- 
come, with a generous yield to com- 
pensate for their moderately speculative 
quality. 








Stocks With Major Earnings 
Ahead 


(Continued from page 334) 





13 to around 44, the common shares 
have gone a considerable distance to- 
ward discounting the immediate out- 
look. It is not difficult, however, to 
envisage earnings over the next two 
years which would justify not only 
present quotations for the common, 
but substantially higher prices. Im- 
portant possibilities may be seen in 
the company’s strong entry into the 
lighter division of the steel industry, 
particularly alloy steels, while potential 
demand for steel piping from the oil 
and natural gas industries is consider- 
able. Favored, therefore, by an im- 
proving industrial outlook and a strong 
leverage factor, the shares may be en- 
dorsed for longer term speculative com- 
mitments. 


Loew’s, Inc. 


In the fiscal year ended August 31, 
last, Loew’s, Inc., earned $4.49 a share 
on its common stock, practically the 
same as in 1934; dividends, including 
an extra of 50 cents, totaled $2.50 in 
1935; and the company was one of 
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the very few motion picture producers 
to avoid financial embarrassment dur- 
ing the depression. Notwithstanding 
these salient features, the market for 
company’s shares at 51 places a very 
conservative valuation on earnings and 
prospects. 

The explanation, in part at least, is 
doubtless to be found in the general 
belief that the making of motion pic- 
tures is an “art” rather than an indus- 
try, and as such subject to numerous 
imponderable factors. There is no gain- 





saying the fact that a basis exists for 
this belief, but there also remains the 
fact that Loew’s has been outstanding 
in the industry for its ability to cor- 


rectly gauge public tastes. No other 
company has more “hits” and money- 
making features to its credit. It has 
distinguished itself for its managerial 
sagacity and conservative financial poli- 
cies. When other producers were en- 
gaged in a headlong race to acquire 
expensive theater properties, Loew’s 
contented itself with building up a com- 
pact theater chain, concentrated in im- 
portant metropolitan areas. This fore- 
sight was one of the main factors in 
enabling the company to escape the 
ravages of the depression. Earnings 
from 1931 to 1935 inclusive averaged 
more than $4.50 a share annually on 
the common stock. 


Strong Financial Position 


The company’s latest balance sheet 
disclosed an exceptionally strong finan- 
cial position. Current assets, including 
cash items of more than $7,000,000, 
totaled nearly $43,000,000, while cur- 
rent liabilities were only $9,115,910. 
Total funded debt amounted to $26,- 
635,887. There are 136,722 shares of 
614% preferred and the common is 
outstanding in the amount of 1,490,095 
shares. Common stock leverage is pres- 
ent to a marked degree. 

Although the November quarter is 
normally one of the best for the com- 
pany, earnings for the most recent one 
may not be much, if any, higher than 
in the preceding one. The company 
follows a policy of writing off 50% 
of a film’s cost in the first twelve weeks 
after it is released and the amortiza- 
tion costs of several costly productions 
will be absorbed in the first quarter of 
the current fiscal year. This, however, 
should presage more effective results in 
subsequent months as the earning power 
of these releases is more fully reflected. 
The company’s production plans for 
the current season include several po- 
tential successes, both artistically and 
from a box-office standpoint. “The 
Tale of Two Cities” recently released, 
from all indications, promises to dupli- 
cate the success of “David Copperfield,” 
while “Mutiny on the Bounty” has 
been acclaimed everywhere. 

With productions off to an auspicious 
start and with box-office attendance 
likely to be further stimulated by im- 
proved public purchasing power, Loew’s 
has an excellent opportunity to regis- 
ter an appreciable increase in current 
earnings. An increase in the present 
dividend or the payment of further 
extras would appear definitely fore- 
shadowed. As a straight investment for 
income, the shares have merit, while as 
a speculative medium for price appre- 
ciation they have much in their favor. 
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This Is the Time to Buy Oils 
(Continued from page 327) 








ings. As a result the investor in com- 
paring companies must make allowance 
for such changes. In the following 
tabulation we have attempted to make 
clear the magnitude of some of the 


of wildcat and development drilling to 
be charged against current expenses, 
yet there are companies which have 
varied this practice during the depres- 
sion for one reason or another. 

The investor in oil securities will 
fare better in the end if he confines his 
purchases to companies where he has 
adequate reason for confidence in the 
quality of the management. Otherwise 
his most important consideration is the 
outlook for crude oil supply and pro- 
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changes. To do this we have taken the 
net fixed assets from the balance sheets 
of 1929 and 1934. The increase or de- 
crease is shown in the first column, re- 
duced to dollars per share of common 
stock outstanding at the end of 1934. 
The second column shows 8% of this 
amount as an approximation of the 
effect of the change on the item of 
“depreciation and depletion” to be 
found in earnings statements. We 
have used this amount to correct the re- 
ported earnings for 1934 to the basis of 
1929 accounting. The correction is not 
accurate for the change is not entirely 
writedown and 8% is not the rate of 
depreciation used throughout. Never- 
theless, the corrected figures more nearly 
correspond to the 1929 accounting 
methods than do the reported earnings. 

This selection of companies is used 
for illustration because they are all im- 
portant units of the industry and to 
greater or less degree may properly be 
in any investment list. In some cases 
such as Socony-Vacuum we have been 
unable to detect any change in the earn- 
ings statements due to the changes in 
the balance sheet. 

Oil accounting at best is complicated 
and unable to adequately express the 
position of a company. There are sev- 
eral points of possible misunderstand- 
ing and dispute. Most important is 
the fact that oil reserves are usually 
carried at cost, which may bear no re- 
lation to value. Thus the book value 
of the stock often has no more than a 
mythical relation to the actual value of 
the stock. In the question of reserves 
for depreciation and depletion, the im- 
portant point is often whether the com- 
pany developed wildcat land and struck 
oil or paid high prices for proven land. 
It is normal for the labor and trucking 
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duction. At present it appears that the 
industry will increase its earnings as 
the flood of Texas production recedes. 








The Industrial Line-up for 
1936 


(Continued from page 310) 








there is no basis for estimate, since the 
weather and its results upon the crops 
still have more to do with farm income 
than the AAA. 

If we add foreign trade to the above 
list we cover an economic area which 
has formerly constituted the backbone 
of prosperity, and the fluctuations of 
which account chiefly for the swings in 
aggregate business activity, in national 
income and in employment. 

Our total of foreign trade last year, 
though the statistics are not yet avail- 
able, approximated $4,000,000,000, 
with imports and exports in closer bal- 
ance than in many years, the rise in im- 
ports chiefly reflecting improved busi- 
ness here and consequent increased 
demand for foreign materials. At the 
peak of the boom years this two-way 
trade exceeded $9,000,000,000. Al- 
lowing for the change in price levels 
since 1929, volume is about 50 per cent 
of what it was in the best years, and 
hence is less depressed than domestic 
construction or some of our heavy in- 
dustries. 

There is no basis for estimating for- 
eign trade changes for 1936. The re- 
ciprocal tariff agreements we have nego- 
tiated with some countries, including 
Canada, will tend importantly to in- 
crease trade, but war and currency un- 


nationalistic 
tariff policies continue to becloud the 
outlook. In the gold value of all world 
trade there has been no significant gain 


certainties, quotas and 


in three years. If we adhere to past 
policies, a war in Europe would tempo- 
rarily stimulate our exports sharply, but 
should Congress adopt a completely 
neutral policy war might actually cur- 
tail our trade severely. Barring war or 
major currency changes during the year, 
our foreign trade should better that of 
1935 by 10 to 12 per cent, due mainly 
to the Canadian tariff agreement and 
in other part chiefly to economic pro- 
gress in this country and Great Britain. 

In consumption goods and retail trade 
the moderate rate of gain evident last 
year may be expected to continue, any 
more important gain depending on a 
much enlarged volume of capital goods 
and construction, which together with 
foreign trade seem to hold the key to 
the greater part of our continuing heavy 
unemployment. If familiar habits are 
repeated, the textile industry—an im- 
portant source of employment—will 
probably have a smaller production this 
year than last. 

We seem to have got away some- 
what from the price-raising and price: 
fixing itch so prominent in 1933 and 
1934, and the change is a favorable 
one. Barring unsettling currency devel- 
opments abroad, and especially in Great 
Britain, any general price rise this year 
probably will be moderate and orderly, 
reflecting improved supply-demand rela’ 
tionships and gradual adjustment to the 
revalued dollar. 

The year will produce no important 
change in the cost of credit and prob- 
ably but a moderate increase in its usc. 
Refunding operations will be relatively 
heavy. New capital flotations—the 
merest trickle so far—probably will 
increase somewhat, but will remain 
small change compared to what is 
needed for a normal recovery in pro’ 
duction of capital goods. The outlook 
points to continued serious uncertainties 
in Europe, suggesting that the move- 
ment of gold to this country is morc 
likely to continue this year than to be 
reversed. Whatever the longer danger 
of the foreign gold harbored here, we 
doubt that within this particular year it 
will either do us any harm or much 
good. 

With the Social Security Act loom- 
ing up as a threat to employment, 
rather than the help it was designed to 
be, one can not be more than mildly 
cptimistic regarding this year’s employ- 
ment gains in industry. The greater 
part of the unemployment, however, 
is outside of manufacturing lines and 
a marked gain in residential construc- 
tion should importantly reduce the total. 

Boiling down all the above com- 
ponents in the picture, we will be well 
content if 1936 produces an aggregate 
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business volume 10 to 12 per cent above 
above that of 1935, with the first half 
of the year being better than the second 
talf. This should carry the national 
income a bit above $55,000,000,000, in 
comparison with 1935's estimated $50,- 
000,000,000—after which we will need 
only another rise of 50 or 60 per cent 
to have back our boom time pocket 
money. 








Trucks Deliver the Goods 
(Continued from page 324) 








to make no extravagant demands upon 
the imagination to envision a substantial 
replacement market for trucks in the 
years immediately ahead. 

There are still other possibilities for 
an expanded motor truck market. For 
instance, the railroads may increase their 
employment of trucks, since Congress 
made clear it approves of such action. 
Co-ordinator Eastman has urged the 
rail carriers to motorize their terminals 
for economy and efficiency. Ralph 
Budd, president of the C. B&Q. R.R., 
thinks the railroads should abandon be- 
tween 20,000 and 30,000 miles of exist- 
ing lines. Obviously, trucks and buses 
would have to replace this railroad 
mileage. Some 48,000 communities are 
already doing nicely without railroads. 
If container-car service is expanded by 
the railroads, as many expect will hap- 
pen, there should be an increased de- 
mand for the larger trucks in particu- 
lar. If trucks are made from 1,000 to 
5,000 pounds lighter through the use 
of new alloys, as some experts urge, 
much of the present highway equip- 
ment will become obsolete. If Diesel 
trucks take hold here and prove them- 
selves as they seem to have done in 
Europe, especially in London, some 
truck manufacturers might find them- 
selves out on a limb. These few com- 
ments imply not a static industry, but 
one that promises to go in new direc- 
tions while retaining all the old asso- 
ciations. 


Position of Buses 


Unfortunately, it is not possible to 
discuss the future of the bus with the 
same assurance we have felt toward 
the truck. In the first place, the bus 
has not an exclusively economic basis 
as has the truck. To some extent prof- 
itable bus operations are subject to the 
personal desires of millions of dissimilar 
people, whereas the truck is on a strict- 
ly dollars and cents basis. Moreover, 
the bus has more varied and often more 
formidable competition than the truck. 
That is, it has railroads, airplanes, mil- 
lions of private automobiles, and to a 


JANUARY 4, 1936 


less extent the vanishing trolley car, to 
compete with. 

This is not to imply that bus opera- 
tions will cease to expand. It is in- 
tended to suggest that the bus’ immedi- 
ate future seems less certain of defi- 
nite expansion than the truck’s. There 
is always this element of uncertainty 
when the human factor is injected into 
a commercial problem. 

However, regardless of the human 
factor, certain bus functions should ex- 
pand. For example, it will no doubt 
continue to replace trolley cars. Its 
use by schools (64,000 at end of 1934), 
will probably increase. Much the same 
is true of its use by hotels, sightseeing 
tours, and communities without rail- 
road service. Its use by railroads will 
perhaps increase, but to what extent is 
hard to say at this time. 

The inter-city operations of buses are 
confronted with railroads that at long 
last seem alive to their peril. As this is 
written the New York Times reports 
that the Interstate Commerce Commis- 
sion will order all railroads to reduce 
their basic passenger fare for coaches to 
two cents per mile. This is a sharp 
reduction for the Eastern carriers and 
should put bus operators in that part of 
the nation on their mettle. Further- 
more, the railroads have been streamlin- 
ing, air-conditioning, speeding up, 
lightening, and making more luxurious 
their passenger trains. It remains to be 
seen whether these measures will bring 
passengers back to the rails. 

Since the bus is but a commercial 
expression of our preference for high- 
way travel, the private automobile is 
its greatest competitor. If passenger 
automobiles find many new buyers the 
bus may lose a certain amount of traffic 
it now has. If airplane services expand 
and become cheaper, the bus would lose 
still other passengers. Finally, Inter- 
state Commerce Commission and State 
regulations limiting the length, heighth 
and width of buses may be such as to 
restrict efforts to make them more 
commodious and comfortable. This 
would be tough on the bus, but per- 
haps necessary for reasons of highway 
safety. 

There is also the safety factor. How- 
ever safe the bus may be, there can be 
no dispute that we are becoming acci- 
dent conscious. The railroads have a 
definite advantage in this respect, since 
they have a perfect accident record for 
the first half of 1935. This is the third 
time in the past four years they have 
had no passengers killed in a steam train 
accident during the first half of the 
year. The bus is not duplicating this 
record and people know it. 

Before scanning the truck manufac- 
turing field it will help to have some 
idea of what size trucks are in the great- 
est demand. This is important because 
not every manufacturer produces every 
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These are changing times. 


Every issue of The Magazine of 
Wall Street sees many far-reach- 
ing developments in the worlds of 
business, economics, politics. 


It is The Magazine of Wall 
Street’s task to foresee their 
effects—to interpret them so 
the thousands of businessmen- 
investors who are its readers may 
plot their investment course in- 
telligently, leisurely. 


It Can Help You— 
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“short-term” trial subscription 
offer described below. 


See how the regular reading of 
The Magazine of Wall Street can 
give you a clear picture of busi- 
ness and security trends, weeks 
and often months before the usual 
news channels. 


It can keep you posted on your 
present investments—point out 
new opportunities. And, as one 
investor wrote: “Even if I had no 
investments to make, and keep 
track of, I would want The Maga- 
zine of Wall Street. It is as 
broadening as a college course, 
and perpetually renews one’s 
contact with the worlds of indus- 
try and economics.” 


Accept This Offer Now! 


Be sure to receive the important 
issues scheduled for the months 
ahead. Every issue will contain 
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1935 
Price Range 
— Recent 
Name and Dividend High Low Price 


Alum. Co. of Amer......... 95 32 87 


Amer. Cyanamid B (.60).... 30 15 29 
Amer. Gas & Elec. (1.40)... 4244 165 38 
Amer. Lt. & Tr. (1.20)...... 1934 7% 18% 
Amer. Superpower......... 3% % 2% 
Assoc. Gas Elec. “A’”’....... 2% 4 IY, 
Atlas Corp. (7.30).......... 14 73% «412% 
Cities Service.............. 8% % 8% 
Cities Service Pfd.......... 474 6% 471% 
Cleveland Elec. Illum. (2)... 50% 42% 48 
Commonwealth Edison (4).. 983; 4714 96534 
Consol. Gas Balt. (3.60)... .. 525, 84 
ON eS ee 5% 2% 5% 
SNE hee Le pach 273% 7 26 
Creole Petroleum.......... 2334 10 1934 
Elec. Bond & Share........ 2034 3% 16% 
Elec. Bond & Share Pfd. (6). 78 374% 15% 
Elec. Pr. Assoc. A (.32)..... 8 2% 1% 
aaa 114% 4% 63% 
Ford Mot. of Can. “A” (144). 32% 233, 24 


1935 
Price Range 

—————— . Recent 
Name and Dividend High Low Price 
Ford Motor, Ltd. (.10)...... 9% 1% 8% 
eee 814% 34% 81% 
Glen Alden Coal (*1)....... 24 135g 1534 
Great A. & P. Tea N.-V. (*6). 140 121 125° 
Se  ) Se 743, 650144 70% 
Hudson Bay M.& S.(1).... 244% 11% 21% 

Eaerimihe Oi (8)... 55.000 os 44 60 
Imperial Oil (*.50)......... 2246 165% 19% 
Lake Shore Mines (*2)..... 58 453%; 5214 
National Sugar Ref. (2)..... 35 21 2114 
Niagara Hudson Pwr....... 10% 2% 84 
Novadel-Agene (2)......... 40% 1834 36% 
Pan-Amer. Airways (1)..... 444 36 46°54 
Pepperel Mfg.............. 89% 5234 6215 
Pitts. Pl. Glass (*2)........ 99% 4634 . 9316 

Sherwin-Williams (4)....... 128% 84 122 
South Penn Oil (1.60)...... $2144 2156 321% 
United Lt. & Pwr. A..... 3% X% 314 


United Shoe Mach. (*214).. 8814 70 857; 
*Includes extras. + Paid this year. 





size truck. If we can detect a trend 
toward any certain size it makes it 
easier to recognize what particular 
manufacturers would probably benefit 
most by a pronounced upturn in de- 
mand. 

In the past seven years there has been 
a marked preference for the medium- 
sized trucks. No doubt highway regu- 
lations and higher taxes have sometimes 
mitigated against the use of very large 
trucks. But it is also likely that truck 
operators have found greater economy 
and efficiency with the use of interme- 
diate size trucks. In 1928, 70 per cent 
of all trucks produced were of less than 
one and one-half ton capacity. In 
1934, there were only 29 per cent in 
this category. The trend was defi- 
nitely toward trucks of one and one- 
half ton capacity, 19 per cent of the 
total in 1928 and 63 per cent of the 
total in 1934. Meanwhile, trucks of 
two and one-half tons capacity had de- 
clined from 6.4 per cent of the 1928 
total to 3 per cent in 1934. A study 
by the United States Bureau of Roads 
determined that 83 per cent of all trucks 
are of one and one-half ton or less 
capacity. The next highest division is 
that of 10 per cent for trucks between 
one and one-half to three-ton capacity. 
However, it should not be forgotten 
that the manufacturers of large trucks 
do not have to sell so many to gross as 
much income as small truck manufac- 
turers, 

As the table on page 323 shows, In- 
ternational Harvester has had the larg- 
est percentage increase in registrations. 
Because this company produces all 
sizes from light delivery trucks to pow- 
erful dump and tractor trucks it is in 
a position to profit by any trend. 
White, with 35 years’ experience in 


the business, lost ground in the first 
eight months of 1935, although its pro- 
duction includes trucks from one and 
one-half tons to four tons, and bus 
bodies as well. Diamond-T, also a 
veteran in the business, produces trucks 
of from one and one-half tons to six 
and one-half tons capacity, and shows 
an increase of 17 per cent. Ford and 
Chevrolet, with more than half of the 
total truck production, need no intro- 
duction as to sizes produced. Neither 
does Dodge, another leader, which 
features a one and one-half-ton truck 
in the low price class. Mack does a 
heavy-duty job. Federal, Reo, Brock- 
away and G. M. C. are all trucks 
within the one and one-half to two-ton 
class. Studebaker has a light truck 
and Autocar a rather heavy one. The 
Yellow Truck Division of General 
Motors is active in the bus field. Ameri- 
can Car & Foundry Motors are produc- 
ing bus bodies of aluminum. The Frue- 
haf Trailer Co. of Detroit is said to be 
the largest and oldest manufacturer of 
truck trailers. In addition to other 
engines, Waukesha Motors are push- 
ing its Comet-type Diesel with fervor. 
Hercules Motors Corp. are also in a 
position to profit by a trend to Diesels. 
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What Is Electric Bond & 
Share Worth? 


(Continued from page 322 





this: United Gas in addition to subsidi- 
ary funded debt and preferred stocks in 
the hands of the public totalling some 
$20,000,000, owed more than $21,000,- 
000 to the banks on notes due July, 
1936, and nearly $26,000,000 directly 
to the Electric Bond & Share Co. Elec- 
tric Power & Light owns practically all 
the second preferred stock of United 
Gas, slightly less than half the common 
and some 3,600,000, out of 4,868,000 
option warrants outstanding. Before it 
can reasonably expect to receive any re- 
turn on its large investment, United Gas 
must take care of its bank loans, the ad- 
vance from the Electric Bond & Share 
Co., the dividends that have accumu- 
lated on the first preferred stock and, 
finally, put itself in a stronger financial 
position. The situation, however, seems 
to be improving slowly, for United Gas 
reported earnings equivalent to $1.76 a 
share of second preferred stock for the 
twelve months to October 31, 1935, 
compared with $1.16 for the corre- 
sponding previous period. 

Electric Bond & Share is particularly 
interested in the recovery of United 
Gas, for not only has it the large in- 
direct interest, via its interest in Elec- 
tric Power & Light, and the direct in- 
terest constituted in the $26,000,000 
advanced to the former, but it holds 
directly substantial amounts of United 
Gas preferred, common and option war- 
rants in its own portfolio. 





Electric Power & Light 


Let us consider now Electric Bond 
& Share’s specific relationship to Elec- 
tric Power & Light. The former owns 
a small amount of the latter’s $7 pre- 
ferred stock, more than 16 per cent of 
the $7 second preferred stock, nearly 58 
per cent of the common and more than 
68 per cent of the outstanding option 
warrants. The total investment is 
worth today somewhat less than $11,- 
000,000 and it is, of course, affording 
no income at all. 

Summing up Electric Bond & 
Share’s major security investments, it 
seems that the company is receiving 
regularly about $1,200,000 from Ameri- 
can Gas & Electric, about $150,000 
from American Power & Light, about 
$1,500,000 from National Power & 
Light and nothing at all from the 
other three, American & Foreign 
Power, Electric Power & Light and 
United Gas. In addition to this, it is 
receiving something on the $20,000,000 
6 ner cent debentures of the Cuban 
Electric Co. (interest cut to 4 per cent 
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until 1937), something on its American 
& Foreign Power and United Gas notes 
and something on its holdings of cash, 
government bonds and other invest- 
ments. All this, however, could hardly 
be much in excess of $7,000,000, and 
might well be much less if the interest 
rate on the American & Foreign Power 
and United Gas notes were materially 
below 5 per cent. The company, how- 
ever, reported gross income of $13,800,- 
000 for the twelve months to Septem- 
ber 30, 1935. Thus it seems that Elec- 
tric Bond & Share must have other 
sources of income hardly touched upon 
as yet; they are to be found in super- 
visory fees, in charges for engineering 
and construction work and in commis- 
sions on securities. 

Now, the company makes no break- 
down of its income account. We have, 
however, certain clues which possibly 
indicate in a rough way, how the break- 
down is in actuality. In March of this 
year, the company’s president stated 
that the service fees charged by Electric 
Bond & Share averaged 1.1 per cent of 
the domestic companies’ gross operating 
revenues. As American Power © 
Light, Electric Power & Light and Na- 
tional Power & Light had gross operat- 
ing revenues of $222,000,000 last year, 
one might take a figure of $2,500,000 as 
representing the service fees rendered 
to Electric Bond & Share. American & 
Foreign Power’s gross last year was 
$53,000,000 and it might be assumed 
that Electric Bond derived a larger per- 
centage fee in this case than in the case 
of the domestic affiliates. Could it have 
been in the neighborhood of $750,000? 
This would leave about $2,500,000 of 
Electric Bond’s income to be accounted 
for by commissions on securities and 
special engineering services performed 
client companies, including the financial 
service rendered American Gas & Elec- 
tric. 

While this breakdown may be, and 
probably is, inaccurate, it does serve to 
bring out that Electric Bond & Share is 
as much of a service company as it is a 
public utility holding company. (In 
actuality this is so, although as has been 
said steps were taken recently to make 
it technically an investment company by 
forming a new subsidiary to handle 
“services.”) Because of this, it is mani- 
festly wrong to consider either the pre- 
ferred or common stocks of Electric 
Bond & Share solely in the light of the 
investments behind them. Unfortu- 
nately, such a conclusion, so far as the 
worth of these issues is concerned, only 
complicates matters, for one is being 
asked to place a value upon financial 
and engineering brains and the “organi- 
zation” of which they are a part. We 
know, however, that the depression 
resulted in undermaintenance on the 
part of the public utility systems of the 
country as a whole, and that with the 
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Crowell Publi ng Co. ( 
Dictaphone Corp. (3) . 
National t (3). 


Pfd. (7) 70 
Columbus Rwy. Pwr. & Lt. Prd. 6 1084 
Consumers Power Pfd. (6) 10415 


output of electrical energy at new high 
records, a great deal of expansion would 
be possible if the Government would 
only leave the industry alone. Thus, the 
potential demand for Electric Bond & 
Share’s engineering, financial and other 
services may be sizable next year and 
something to be taken very much into 
consideration. 

In the meantime, it is to be noted that 
regardless of the paralysis in utility 
construction, and despite the sharp drop 
that has taken place in investment in- 
come, that for the year ended Septem- 
ber 30, last, Electric Bond & Share cov- 
ered its preferred dividend requirements 
by enough to leave 15 cents a share for 
the common stock. In the September 
quarter the margin for the common 
stock was equivalent to 2 cents a share. 
While this does not make Electric Bond 
& Share common cheap at $15 a share 
on the basis of current earning power, 
it is at least gratifying to find that a 
company which has been hit from all 
directions as has this one can manage 
to show anything for its common stock 
at all. 

Believing that the probabilities favor 
the Supreme Court holding the Public 
Utilities Act unconstitutional, the five 
and six dollar preferreds and common 
stock of Electric Bond & Share are de- 
serving of attention—certainly on a 
speculative basis. Their intrinsic value, 
of course, is obscure; the company has 
immense possibilities should the business 
recovery in this country and through- 
out the world continue and in the event 
that the present agitation against public 
utilities be drastically modified. Even 
taking into consideration the obvious 
hazards faced by the company, the fav- 
orable factors would seem to be the more 
weighty. 
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the British openly pulling the strings’ 
of Government in Nanking, the Chi 
nese Soviets emerge as the real answer 
to the patriotic demand for a strong 
Chinese Government against the fore 
eigner—a tendency which, if unchecked 
is likely to give Moscow a powerful 
under-hand in Chinese affairs. 

It is wholly unthinkable that the 
weak-kneed decision to hand over the 
Philippines to the Filipinos is indica 
tive of the American’s Administration's 
policy to ignore its responsibilities in 
far-eastern affairs, to relinquish without 
a fight our hard-won markets in China, 
to give free rein to the development of 
naval supremacy in the Pacific. 








Packard Motor Car Co. 
(Continued from page 331) 














Significant Foreign Events 
(Continued from page 319) 








should be anything but very temporary. 

The question is, can Great Britain 
retain her hold on the Nanking Gov- 
ernment without an open clash with 
Japan simply by wielding a currency 
club from London? Considerable influ- 
ence could be exerted on Japan by this 
weapon. In fact, it is within the power 
of British authorities to arrange with 
the Nanking Government to announce 
its inability to maintain the stability of 
its new paper currency, and that fur- 
ther devaluation is contemplated. Pre- 
cisely by not supporting the new Chi- 
nese dollar, even by giving it a down- 
ward shove at the correct moment, the 
British could create a business panic 
in Tokio more effective than War 
Office threats. The structure of Japa- 
nese industry cannot afford another de- 
valuation of currency in China; for 
this would mean the curtailment of its 
most profitable export market; and the 
competition of cheap Chinese goods in 
other Far-Eastern sales outlets. 

Whether Japan will follow Musso- 
lini’s lead and abandon all considera- 
tions of economic caution is unpredict- 
able at the present stage of develop- 
ments. 

The long-range gun dominating the 
situation is the position of the Chinese 
Soviets which, despite a noteworthy 
absence of their activities in press re- 
ports, equals—in political importance 
if not in military power—the Japanese. 
With the latter establishing a new 
sphere of influence in the north, and 


ly be observed that the size of this issue 
tends to make for relatively sluggish 
fluctuation in the market price of the 
equity, though it has not prevented it 
from rising this year from a low o 
3.1/3 to a high of 7 for a per’ 
centage appreciation far greater than 
that of the market as a whole. 

The current price of the stock is 
around 6!/47. If we disregard the loss 
in the first quarter of 1935 and assume 
that Packard’s present annual earning 
power is proportionate to the total of 
13 cents a share earned for the second 
and third quarters, the stock is selling 
at more than 25 times such projected 
earning power, even estimating profit 
on a somewhat optimistic basis. The 
company would have to net $15,000,’ 
000, or 60% of the 1929 profit, to sho 
$1 earned on the common. 

One can only conclude that the stock 
is a radical speculation, though not with- 
out long-term merit on the reasonable 
assumption that Packard will both main- 
tain a promising foothold in the mod- 
erate price class and gradually regain 
volume in its high price cars as economic 
conditions improve. 
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